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that act. 

Respectfully submitted. 


HIGAN LIBRARIES 


. 
- 


MIC 


Homer EF, Capen arr, 
Chairman. 
Ratpu A. GAMBLE, 
Vice Chairman. 
1m 





ONIVERSITY OF 


\ 
\ 


3HT YS 037120930 


QOMIMA IO 23TAT? O3TIMN 

















CONTENTS 





Letter of transmittal. 
Introduction 
Present status of the mobilization program 
The job ahead 

Current economic situation _ - 

Special committee hearings— ; ~ 

Proportion of Government contracts awarded to small-business 

concerns_ 

Nickel supply situation __- 

Manganese ore expansion program __ 

Investigation of loans made to United States Tin Corp- 
Committee staff activities _ 
Small-business program 
Machine-tool program -_-- 

Pool order program 

Machine-tool facilities expansion program - - - 

Elephant machine-tool facilities expansion program 

Government-owned tools 

Central inventory - - - - 

Disposal of old tools - 
Aluminum expansion program 
Nickel situation 
Electric power program 
Armed Services Procurement Regulation. - 

Patents and copyrights_- 

Committee publications - - 

Activities of agencies having functions under the Defense Production Act 
Agriculture Department. - ~~~ 

Air Coordinating Committee_ 

Civil Defense Administration, Federal 

Commerce Department - - - .- 

Business and Defense Services Administration_ 

Census Bureau 

Civil Aeronautics Administration - 

Defense Air Transportation Administration 

Foreign Commerce, Bureau of____- 

Maritime Administration. 

Public Roads, Bureau of 

Transportation, Office of Under Secretary for. 

\V-loan guaranty program 
Defense Department 
Defense Transport Administration 
Export-Import Bank 
Federal Facilities Corporation . 

Federal Reserve System 
General Services Administration ___ 
Interior Department 

Defense Minerals Exploration Administration. 

Defense Solid Fuels Administration 

Petroleum Administration for Defense___- 

Water and power development - 

Labor Department 


100 


103 
105 
108 
100 
109 
164 
170 
222 
213 
206 
155 
120 
133 
128 
120 
127 
209 


MICHIGAN CIBRARITS 


ONIVERSITY OF 





VI CONTENTS 


Page 

Office of Defense Mobilization 41 
Manpower... 73 
Mobilization readiness program. _ - 42 
Continuity of Government __- 78 
Continuity of industry 61 

Energy and fuels (electric power, coal, and gas) _ _ SO 
Expansion goals 15 
Financial incentives 16 

Food program _- 79 

General industrial components 52 
Maintenance of mobilization base 44 

Material controls 55 

Physical security (private-owned facilities 64 
Production equipment (machine tool 48 

Rating of facilities 60 
Stockpile materials 66 
Transportation program 57 
Nonmilitary defense activities 77 
Stabilization 71 
Telecommunications 70 
Small Business Administration 224 
Executive orders issued under authority of Defense Production Act 237 
Defense Production Act of 1950 as it exists on July 1, 1954 237 





Onan 





eee eee 


WiceaNetOvi 





Union Calendar No. 1 


84rH Concress | HOUSE OF REPRESENTATIVES | § Report 
Ist Session \ No. 1 


FOURTH ANNUAL REPORT OF THE ACTIVITIES OF THE 
JOINT COMMITTEE ON DEFENSE PRODUCTION, TO- 
GETHER WITH MATERIALS ON NATIONAL DEFENSE 
PRODUCTION AND CONTROLS 





JANUARY 5, 1955 
of the Union and ordered to be printed 





Mr. Gameste, from the Joint Committee on Defense Production, sub- 


mitted the following 


REPORT 


Committed to the Committee of the Whole House on the State 


NMUICHIGAN LIBRARITS 


ONIVEFRSITY OF 











Die An Sos Rr Sonne eens ence et, ll 








FOURTH ANNUAL REPORT OF THE ACTIVITIES OF THE JOINT 
COMMITTEE ON DEFENSE PRODUCTION 


INTRODUCTION 


For 4 years our Nation has been engaged in strengthening its na- 
tional defense. To accomplish this objective the major emphasis of 
the Government has been directed toward the massive expansion of 
our defense production. When the Congress called for an industrial 
mobilization program that would make this Nation second to none in 
its military effectiveness, it was estimated that upward of 3 years 
would be required to reach that goal. Today that objective is a long 
way toward achievement. Besides substantial aid has been given to 
our allies to help strengthen the free world. And all of this has been 
accomplished without imposing any severe strain or undue dislocation 
upon the civilian economy. 

Our defense job is still far from complete. There are areas of 
known deficiencies that require additional expansion. Other im- 
balances must be determined and remedial measures taken. But there 
is an even more important task ahead. Our future security depends 
more heavily each day on the country’s ability to shift from the do- 
mestic economy to a war footing on a moment’s notice. Never before 
has a potential enemy had the power to strike such a devastating blow. 
There will be no time for miakilieation tasks. Time can well be the 
most decisive factor in determining the extent that death and destruc- 
tion are suffered. In short, the all-important job facing both industry 
and Government is that of keeping our huge industrial empire in the 
state of maximum readiness for any emergency. This is the objective 
of your committee and with it arises many new mobilization problems 
that must be identified and action taken now at both Government and 
local levels. 

This is the fourth annual report submitted to the Congress by the 
Joint Committee on Defense Production as authorized in section 712 
of the Defense Production Act, as amended., The purpose of this re- 
port is to review the activities of your committee, outline the progress 
achieved in the various programs authorized under the act, and dis- 
cuss some of the plans now being carried forward by Government 
departments and defense agencies ‘who are entrusted with the respon- 
sibility of building a strong mobilization. 


Present Status OF THE MopinizATION PrRoGRAM 


Total funds appropriated for military procurement and construc- 
tion have aggregated approximately $155.1 billion since Korea. Of 
this amount about $92.9 billion have been delivered or are in place 
through June 30, 1954. Of this total slightly more than one-third, or 
approximately $28.9 billion was delivered in fiscal 1954. This com- 
pares with $31.4 billion in fiscal 1953; $23.6 billion in fiscal 1952; and 
9 billion in fiseal 1951. The monthly rate of deliveries in June 1954 

yas $2.1 billion. The same month, a year ago, it was about $3 billion. 
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2 NATIONAL DEFENSE PRODUCTION AND CONTROLS 


Some programs have shown substantial gains, while shift in emphasis 
tend to decrease others. Deliveries of guided missiles increased 104 
percent; ammunition 23 percent; ships 6 percent: electronics and 
communication equipment 6 percent: and aircraft 5 percent. The 
major decreases were, tanks and automotive 23 percent: textile and 
clothing 21 percent; construction 21 percent: and weapons 10 percent. 
The estimated deliveries for fiscal 1955 is $21.7 billlon of military 
equipment and construction. This indicates the tremendous volume 
of defense items our Government still has under contract to meet 
military objectives. 

Large expansions in basic industries have materially increased the 
country’s capacity to produce both for war and for peace. Steel has 
increased from 100 million tons to 124 million tons since 1950. Alum- 
inum production has doubled in 3 vears, reaching 1,540,000 tons where 
only 740,000 tons existed pre-Korea. Electric power capacity has been 
expanded nearly 35 million kilowatts, from 69 million kilowatts in 
1950, to an estimated 103 million kilowatts this vear, and another 12 
million is scheduled for 1955. Petroleum refining capacity has kept 
pace too, moving from 5.4 million barrels of crude oil in 1950 to more 
than 8 million barrels this vear. Another 21,000 miles of pipelines 
(all sizes) were constructed for gas transmission during 1953. 

These are just a few examples of the tremendous buildup that has 
been achieved in our Nation’s capacity in 3 years’ time. These expan- 
sions have been acquired almost entirely through private investment. 
Private industry has stepped up its rate of plant and equipment ex- 
penditures'to nearly $28 billion in 1953 compared to $19 billion in pre- 
Korea, This is in contrast with World War IT when Government 
funds accounted for more than 70 percent of the plant expansions. 

The chemical industry, committed to the largest expansion in its 
history, has invested approximately $5 billion since Korea. Goals 
have been established for about 60 chemical materials calling for 50 
to 100 percent over January 1951. Tax amortization assistance has 
been granted for facilities valued at $3 billion, and better than 85 
percent of these are in place. These expansion programs will provide 
unprecedented increases for a wide range of chemicals, including 
nitrogen, for fertilizer, sulfuric acid, and explosives: other agricultural 
chemicals, styrene and ebutadiene for synthetic-rubber production: 
Phenol and other coal chemicals; and solvents. 

Shipments of machine tools quadrupled in the 3 years after Korea. 
Backlogs that reached a peak of 23 months’ production, on the average 
in 1951, have now been worked down to 3 to 4 months. A number of 
Government actidns helped industry to expand production and speed 
up deliveries. Under the pool order program, approximately 88,000 
machine tools essential to the mobilization base have been built and 
purchased by contractors at a cost to the Government of less than 1 
percent of their acquisition cost. This program involved over $1.3 
billion gross transactions on the Government’s part. An additional 
2,200 facilities’ tools were purchased by the Government and installed 
in private plants on a leased basis for defense production use. This 
has involved another $31 million of Government funds. 

Military and essential domestic demands have required over 235 
expansion programs to supply the items needed. The current list 
contains 224 expansion goals. Government incentives such as rapid 
tax amortization, loans, guaranties, and supply contracts have done 





RIAN Le LO 


ited ia 








ae oe 





Peed A eee Ste 





rete i HORA 





NATIONAL DEFENSE PRODUCTION AND CONTROLS 3 
much to encourage industry to complete these goals. Of the total, 128 
goals have been achieved, 28 others are 90 percent or more acquired, 46 
are between 50 and 90 percent completed, leaving only 22 goals less 
than 50 percent completed, Of the total 96 goals remaining open, 
some have reached the point, according to ODM, where it may require 
greater incentive than normal accelerated tax amortization to get 
industry to undertake the necessary expansion to cover the deficiencies 
involved. 

The accelerated tax-amortization program has been a most effective 
aid in securing industry’s enthusiastic participation in expanding the 
Nation’s capacity. Through September 15, 1954, approximately 
20,000 applications for new defense-production facilities valued at 
about $30 billion have been certified for rapid tax amortization. Of 
this total, about $18 billion or 60 percent has been permitted fast 
writeoff. All major fields of industry and utility services have par- 
ticipated in this program. Nearly half of the projects, amounting to 
three quarters of the total value of all the facilities certified, are al- 
ready completed. During the past vear 79 percent of all the new 
applicat ions certified for plants cost Ing a million dollars or more were 
located outside of potential target zones. During the same period 
24 applications were certified at a higher than normal percentage 
rate to encourage firms to locate in distressed labor areas. 

The borrowing authority of $2.1 billions provided by the Congress 
under title IIIT of the Defense Production Act has been another effec- 
tive tool in expediting defense production in many vital areas. The 
fund has been used primarily to finance projects involving strategic 
and critical materials where risk capital has not been available. Toa 
large extent the Government’s contingent liabilities have involved 
guaranties to purchase production not otherwise sold. Premium 
prices or bonuses have been offered in some cases for domestic produc- 
tion. In others, domestic exploration for strategic and critical mate- 
rials has been financed on a share-the-cost basis. The minerals and 
materials acquired by the Government through the use of the borrow- 
ing authority are released by ODM either to the national stockpile, 
or to industry, whichever is most advantageous for national defense. 
This $2.1 billion fund has made it possible for ODM to certify expan- 
sion projects involving more than $8 billion in gross transactions. As 
of March 31, 1954. the probable ultimate net cost of these gross trans- 
actions to the Government is estimated at approximately $1 billion. 

The Defense Production Act, as amended, provides that contingent 
liabilities (gross transactions) are not considered as obligations except 
to the extent of probable ultimate net cost. A summary of the gross 
transactions and the probable ultimate net cost certified by ODM to 
the various agencies responsible for expanding defense programs is as 
follows: 

[In thousands] 


Probable 


Gross trans- . 
aye : ultimate net 


actions 


cost 
Department of Agriculture $113, 129 $48, 000 
Department of the Interior _. 18, 684 18, 684 
General Services Administration‘ - 7. 515, 361 958, 558 
Export-Import Bank __ : 43, 839 0 
Treasury Department-.... és 332, 580 1,600 
Total 


nehiitaticcnnwenghietin ckuhsee — . 8, 034, 594 1, 026, 482 
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About $28 million of borrowing authority funds has been allotted 
to the domestic minerals exploration program since its inception in 
April 1951. The original Defense Minerals Exploration Administra- 
tion program included a search for 34 strategic and critical materials 
and metals in short supply. As of September 1954 $16.5 million of 
the fund has been committed but only $11 million had actually been 
disbursed. The domestic sources of many minerals are insufficient to 
meet even normal peacetime requirements. The easy-to-find deposits 
have practically all been exploited, and sufficient new deposits are not 
being located to replace those being exhausted. To date a total of 
2,280 applications for aid in exploration have been received by the 
DMEA from 42 States, including Alaska. Three hundred and twelve 
of these were received in the past year. Since the inception of the 

rogram 664 of the projects have been approved (58 cancelled), calling 

or 26 different minerals in 31 States including Alaska, with an 
original Government participation of approximately $20 million ; 373 
of these projects at a Government cost of $4.3 million have been com- 
pleted, leaving 233 projects still open involving approximately a $12 
million Government obligation. Small business has been very active 
in this program. Two-thirds of the contracts executed by DMEA 
have been with small operators. 

The ODM stockpile program is one of the major security programs 
of the Nation. Its policy is to complete the minimum objectives estab- 
lished for strategic and critical materials as quickly as possible, utiliz- 
ing every tool provided under the Defense Production Act, to carry 
out its objectives. It is one of the most firmly established programs 
in the readiness program, and is based on legislation omaha in 1946. 
As of June 30, 1954, minimum stockpile goals have been established 
on 75 strategic materials at a market value of nearly $7 billion. Of 
this total, the materials on hand were approximately $4.3 billion, of 
which $515 million were delivered in fiscal 1954. Another $619 mil- 
lion is currently under contract. Goals were completed on 7 more 
items this past year, making a total of 30 materials on which the 
objectives have been reached. On 8 items the deliveries are over 90 
percent achieved, and another 19 stand between 50 and 90 percent com- 
pleted. This reduces to 18 the number of materials on whlch acquisi- 
tion is less than 50 percent of the goal as compared to 24 a year ago. 

Since it is the policy to estimate the value of the stockpile materials, 
at market prices rather than acquisition costs, current estimates are 
not strictly comparable with previous figures. Even though $515 
million were added in fiscal 1954, the current value of the total stock- 
pile is approximately the same asa year ago. The lower rate of flow 
into the stockpile during recent months indicates that as more goals 
are completed, deliveries are slower on the hard-to-get items that 
remain open. The stockpile objective is analyzed continuously in 
relation to the latest requirements and supply situation ; 21 items have 
been reviewed in recent months and a definite time schedule has been 
established for each remaining item on the basis of its essentiality. 

In November 1953 the President appointed a Cabinet Minerals 
Policy Committee to study and recommend policies designed to 
strengthen the domestic-minerals industry and at the same time assure 
an adequate supply of minerals for a long-range program. On the 
basis of these recommendations the President authorized ODM on 
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March 26, 1954, to establish long-term stockpile objectives for such 
minerals and materials on which present sources cannot be relied upon 
in wartime. The assumption is that in the event of war supplies will 
not be available from foreign sources outside continental United 
States and areas immediately accessible. This may involve upward 
of 35 to 40 minerals and metals with preference being given to 
newly mined materials of domestic origin to help reactivate produc- 
tive capacity and alleviate distressed conditions in industries that are 
an important element of the Nation’s mobilization base. It is planned 
that such purchases will be spread over a considerable period of time. 

One of the first actions under the long-range policy occurred on 
August 20, 1954, when ODM authorized the additional stockpile acqui- 
sition of 200,000 tons of lead and 300,000 tons of zinc to be acquired 
during fiscal 1955 from new domestic mines at market prices. This 
was considered essential in order that the lead and zine industry might 
be strengthened as a part of the mobilization base. 

While most of the scarce materials of a year ago are now in free 
supply, ferroalloys still continue to remain on the critical list although 
the situation has greatly improved. Nickel and tantalum are the 2 
carryovers from last year’s critical group while 3 new items, selenium, 
titanium, and strategic mica, have been added. This is indeed a 
marked reduction from the 57 critical materials which appeared on 
the list in January 1953. Titanium is the only material that is still 
subject to end-use control. 

In terms of industrial needs and stockpile objective, selenium is 
considered one of the most critical materials in the overall program. 
The United States produces about two-thirds of the total world pro- 
duction estimated at 1,500,000 pounds in 1953, and consumes about 
three-quarters of the world’s supply. The present demand is running 
upward of twice the United States supply with military and defense 
operations requiring over 50 percent of the total. 

No deliveries of selenium have been made to stockpile because pro- 
ducers have declined stockpile contracts due to the commercial de- 
mand. The only commercial source is the slime from refining blister 
copper which is rapidly becoming depleted. Negotiations are under 
consideration for exploring potential sources such as volcanic tuffs, 
shale deposits, and the locoweed plant, such experiments are of 
a long-range nature. Besides the Government has undertaken to 
reclaim selenium rectified scrap from industry and the armed services, 
at a cost considerably above the market price. These efforts may 
produce a possible 50,000 pounds the first year and perhaps double 
that amount the second year. 

Another problem is the selenium price differential currently existing 
between the domestic and foreign markets. This ranges from 214 to 
3 times in favor of the foreign market which seriously restricts im- 
ports and necessitates export controls. 

A further problem is that selenium rectifiers require high priority 
metal, which starts to deteriorate in about 6 months whereas the 
commercial grades are fairly stable, lasting 5 or more years with 
proper treatment. The ultimate solution to the selenium problem 
appears to be in finding substitute materials. Extensive research is 
now being carried on and some progress is reported by several indus- 
trial companies. 
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The titanium program, in terms of the total value of facilities 
involved, is the largest incomplete expansion being carried on cur- 
rently by the Government. As of June 30, 1954, the Government 
had certified approximately $900 million in gross transactions with 
a probable ultimate net cost of $128 million to encourage private 
producers to increase capacity through guaranteed loans and pur- 
chase agreements. Production is now estimated at 30,000 short-tons of 
titanium sponge as compared to 13,000 tons last year and negotiations 
are under way with 12 other potential producers. Within 2 years 
titanium metal has moved from the experimental stage to a position 
of strategic importance to our national defense. The metal has a 
strength when alloyed which approaches that of high strength steels; 
a density midway between aluminum and steel; and a corrosion 
resistance unsurpassed by other metals. 

The military consumes about 90 percent of the total supply of 
titanium, primarily in production of high performance jet engines. 
Expected additional use ranges from airborne weapons to lightweight 
hardware items. A 10 percent set aside has been authorized to permit 
producers to explore industrial markets. To coordinate the overall 
activities, ODM established a special advisory committee last March, 
consisting of leaders from industry, technical authorities, and Gov- 
ernment officials. As a result of the committee’s recommendation, 
ODM established a 4,000-ton buffer stock to assure manufacturers 
that a continuous supply would be available for the production of cer 
tain military items. 

For over 3 years copper was high on the list of critical materials and 
every effort was made to expand our sources of supply both domesti- 
cally and abroad. This has been accomplished through Government 
guaranties to ean nearly 1,400,000 tons, if not otherwise sold by 
producers. These contracts have involved approximately $1 billion 
in gross transactions and in those terms makes copper the third largest 
expansion program in the defense program. The estimated ultimate 
probable net cost to our Government is placed at $50 million. The an- 
nual production from these projects is expected to reach more than 
200,000 tons in 1955 as compared to an estimated 85,000 tons in 1954. 

From its inception in 1942 the Texas City tin-smeltering plant, 
built and operated by the Reconstruction Finance Corporation, has 
produced over 400,000 long-tons of tin for the stockpile and industrial 
use. This is equivalent to more than one-half of the tin consumed in 
the United States during that period. Texas City is the only tin-smel- 
tering plant of any significance in the Western Hemisphere, and it 
came into existence at the time this country’s tin supply was sud- 
denly cut off from the Far East in World War II. Even though the 
Congress provided for the operation of Texas City through June 1956, 
RFC recommended early this year that the plant be discontinued since 
stockpile objectives were more than fulfilled and surplus stocks were 
available. This became a debatable issue in several congressional 
committees. Asa result, Senate Concurrent Resolution 79 was passed 
on July 13, 1954, expressing the sense of the Congress that the Texas 
City smelter should continue in operation at least to June 30, 1955. 
Moreover, it is the expressed intent that a congressional study be 
made during this period to determine whether the availability of 
supply is adequate to meet the military and domestic requirements in 
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time of emergency, and whether it is advisable to maintain a domes- 
tic tin-smeltering industry on a permanent basis. 

Wartime efforts to find substitute materials and other technical 
processes in the production of military items which would permit the 
greatest conservation of critical and strategic material has been con- 
tinuing in some areas. Such activities on the part of the Defense 
Department have revealed savings in the course of a year of about 5.5 
miflion pounds of copper; 2.5 million pounds of nickel; 6.2 million 
pounds of lead; 513 million pounds of aluminum; and 541 million 
pounds of cobalt, chromium and columbium-tantalum. Your commit- 
tee commends the Armed Services for achieving these savings and 
urges other Government agencies and major industries who use large 
quantities of strategic materials in wartime to actively undertake 
similar conservation programs during peacetime. 


Tue Jos Areap 


More than 4 years ago, Communist armies invaded the Republic of 
Korea. In response to this unprovoked aggressive act of Communist 
imperialism, the United States launched a long-term program to in- 
crease and maintain its level of military strength. Fighting in Korea 
has been brought to a halt, but the need to maintain a high level of 
United States military and mobilization readiness remains. 

The basic premises which underlie our defense preparedness have 
not changed. The Soviet threat has not abated. They now have newer 
and more powerful nuclear weapons and the means to deliver them. 
Their industrial and military strength have continued to mount. On 
the United States side, new urgency has been given to continental 
defense as well as rapid technological development and production of 
radically new weapons. 

Massive expansion of defense capacity is nearly completed, but se- 
lective provision for the production of critical components as well as 
for new capacity for new weapons is still needed. Additional stock- 
piles of certain materials must still be acquired. The huge industrial 
expansions during the last 4 years have been aimed at overcoming 
shortages so vital to our defense economy. Adding new capacity can 
be futile, however, unless the mobilization base, built at great cost, is 
maintained in the maximum possible state of readiness. 

But, most important, we must take account of the fact that time has 
been eliminated from the arsenal of democracy. Never before in the 
history of our Nation has a potential enemy had the power to strike 
such a crippling blow at the industrial and population heart of our 
country without warning. In the event he chooses to strike, time will 
not again be given to equip and train men for military and mobiliza- 
tion tasks. After Pearl Harbor, an? again after Korea, the expansion 
of defense production to maximum levels was delayed by various seri- 
ous imbalances. Time, materials, and manpower were required to 
cure these imbalances, and our national striking power was vitally 
affected. But time will not again permit a trial-and-error development 
of mobilization organization and control mechanisms after attack. 
Time will not permit large expansion of plant capacity after war 
begins. 
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The mobilization-readiness program is designed to meet this new 
situation. Through the planning of task groups emphasis is being 
placed on the development of readiness measures which have been 
tested and are available for immediate use. They seek to determine 
specific bottlenecks in equipment and tools, and to make provision for 
the necessary production in the prewar period. The program includes 
the development of measures for the safe location of critical industries. 
In short, the mobilization-readiness program places major emphasis 
on insuring our maximum readiness to shift the economy to a war 
footing on a moment’s notice, rather than focusing on further massive 
expansion at the present time. 

Accurate measurement of the size and character of the desired 
mobilization base to be achieved is a very complex problem. However, 
a major step was taken in this area in the past year as a result of a 
detailed estimate of the full mobilization requirements prepared by 
the Department of Defense. For the first time, military estimates 
were calculated within a total economy framework. Data on program 
levels and critical materials requirements were prepared for 1,000 mil- 
itary hard-goods items, representing dollarwise, about 80 percent. of 
the total military war needs for hard goods. These requirements 
are under constant revision in the light of experience gained in the 
process, and new developments in technology and strategy. Other 
agencies are engaged in similar studies on a coordinated basis. 

As the overall requirements are developed and perfected, the exist- 
ing gaps and potential bottlenecks will become more apparent. Some 
of these have already been determined, and vigorous action is underway 
to meet them with the various incentives now available. It may de- 
velop, however, that private industry will be reluctant to construct 
certain necessary defense facilities, particularly in the military end- 
product area, because of the absence of peacetime utility for the plant. 
While certain cases might be handled by establishing military reserves 
of the item in question, ODM feels that others might be met more 
economically through Government construction and operation of the 
necessary facility. New legislative authority, either general or specific, 
would be needed if such a program is decided essential to our national 
defense. 

A related preparedness problem involves critical components, such 
as boilers, gears, bearings, and valves, which have proven in the past 
to create the most serious production bottlenecks; 30 component areas 
have been set up for study requiring 51 different study groups. Here, 
again, existing capacity for most components can be increased, if neces- 
sary, for mobilization purposes through Government incentives, but 
there are some components where the volume of peacetime demand does 
not economically justify private expansion. Considerable study is be- 
ing given to other means of meeting this deficiency, such as stockpiling 
the end item or by advance accumulation of a reserve of semiprocessed 
materials, parts of subassemblies designed to cut down the critical 
components. As these studies continue it may be found that some 
additional statutory authority may become necessary to support this 
preparedness measure. 

Another major problem is the maintenance of the present mobiliza- 
tion base, and the avoidance of loss of existing capacity. With the ces- 
sation of hostilities in Korea and the consequent cutback in military 
procurement and related purchases, some producing facilities are no. 
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longer needed for the defense purpose, and are not readily con- 
verted to civilian production. Others may be lost to the mobilization 
base through the deterioration or scrapping of the least efficient or 
economical facilities which frequently become inactive as demand for 
the product drops. When Government-owned facilities are involved 
the problem is not severe, since the maintenance of such facilities in 
standby condition by the Government can be effected under existing 
law. Similarly, much can be done in cases where Government-owned 
production equipment is located in private plants by means of arrange- 
ments with the private owners to store the equipment and, when pos- 
sible, retain key personnel familiar with production of the items needed 
for mobilization. 

This problem of proper maintenance is much more difficult with re- 
spect to the vast number of privately owned plants. To some degree 
it can be met by placing current procurement orders with those facili- 
ties selected for the mobilization base. For remaining plants in this 
category, however, the maintenance problem is a substantial one which 
might well require additional Government assistance. Industry task 
groups are studying the scope of this problem and, from all indica- 
tions, it is not likely that the base can be properly maintained without 
some Government participation. 

Considerable progress has already been made in the planning for 
readiness for full mobilization. Under the direction of ODM, all 
interested agencies of the Governinent are participating on a coordi- 
nated basis to develop consistent levels for specific military, defense 
supporting, and essential civilian programs and the corresponding 
requirements for critical materials, facilities, and manpower. These 
studies have already been extremely helpful in many fields—stockpile 
objectives, production deficiencies, and production and stabilization 
controls—and it is expected that improvement in methods and tech- 
niques will progressively develop more helpful information and will 
permit the formation of some reasonably reliable estimates of the 
effect of bomb damage on our economy. 

The necessity for programing our nonmilitary defenses is being 
recognized more fully as the readiness program develops in its various 
phases. Nonmilitary defenses involve every aspect of our industrial, 
Government, and community life and their relationship as potential 
enemy targets. These integrated segments comprise the preductive 
strength of our Nation and therefore the immediate task is to insure 
that these vital resources are so well dispersed and protected that a 
devastating blow could not result from an enemy attack. 

The four principal nonmilitary defense areas that are presently 
receiving intensive planning include: Continuity of industry, con- 
cerned with industrial defense in event of attack; continuity of gov- 
ernment, concerned with keeping the essential functions of govern- 
ment in operation; physical security, concerned with special protec- 
tion for the most vital industrial and governmental facilities; and 
urban targets, concerned with reducing the vulnerability arising from 
concentration of population and industry in a limited number of great 
cities. This task is so complex and enormous that both industry and 
Government task groups have been established. For example, the 
Department of Commerce, with the help of industry, is identifying 
the products and industrial facilities which are most important to 
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defense production or essential civilian economy. To date a list of 
3,000 manufacturing and nonmanufacturing facilities have been 
identified and rated as to their relative essentiality. Based on these 
analyses, recommendations and efforts are being made to disperse new 
industries away from vulnerable target zones. Local industrial com- 
mittees are being set up consisting of business, labor, and local govern- 
ment leaders, and such committees are already operating in 91 princi- 
pal target areas. Out of 70 metropolitan areas, 30 committees have 
submitted surveys that have been approved. 

There is also the problem of a postattack rehabilitation to insure 
continuity of the civilian functions, commodities, and utility services 
vital to both human existence and industrial activities. The problems 
of health, mass care of the injured and destitute, food inspection, 
water supply, and the shifting of manpower are currently being 
studied and determinations made by the responsible agencies. These 
are only some of the many problems that our national and local gov- 
ernments will have to meet in an atomic war and their solution may 
well decide our Nation’s capacity to carry on effectively. 

Several months ago, ODM completed a report on the manpower 
resources of the country. This repert indicates that, while there are 
some acute situations, this country has adequate manpower and skills 
to carry on an all-out war. Based on the recommendations of the 
National Labor-Management Manpower Policy Committee, ODM, 
together with other interested agencies, is now drafting a new man- 
power mobilization policy for the consideration of the National 
Security Council. 

In the area of economic stabilization studies are being made by 
industry and Government task groups to protect the Nation against 
unfair price increases and other inflationary trends. ODM has pre- 
pared draft legislation to carry out the objectives of a temporary 90- 
day freeze, providing the President should decide that the situation 
warrants such a recommendation to the Congress. Production and 
material controls are also receiving extensive planning to avoid a 
repetition of the long delays and confusion that were experienced in 
World War IT and again in Korea. 

As your committee looks at the job ahead, it feels that every 
effort should continue, within and without Government, to further 
identify situations in our complex economy that must be strengthened, 
and determine the action that should be taken to insure the maximum 
of protection to our mobilization base. 

Your committee wants to commend all those in Government, indus- 
try, and local communities, who are helping to solve these many prob- 
lems. It is reassuring to know that some programs are already in 
effect and more plans are under consideration that will do much: to 
minimize the impact in case an attack should occur. 


CcurrENt Economic SITUATION 


There has been very little change in the price level since the third 
annual report was prepared. The various departments of Govern- 
ment have changed to a new base of 100 for all indexes for wholesale 
prices, consumer prices, industrial production, and primary raw 
materials. The new base is the use of the averages for 1947-49 as 100. 
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The following tables give the comparative price indexes in July 
1953 with the latest data available. 


CONSUMER PRICES 


[1947-49 as 100} 


July 1953 August 1954 

All iterns 114.7 115.0 
Apparel 104.4 103. 7 
Food 113.8 113.9 
Rent 123.58 128.6 
rransportation 129. 7 126. 6 
Medical care 121.5 125. 5 
Other goods and services 118.3 120. 2 

WEEKLY WHOLESALE PRICES 
1947-49 as 100] 

July 1953 October 1954 

All items 110.9 109.6 
Farm products 97.9 91.4 
Processed foods 105. 5 104. 0 
Industrials ee . 114.8 114.6 

PRIMARY RAW MATERIAL PRICES 
[1947-49 as 100] 

July 1953 Oct. 5, 1954 
Index 22 raw materials ; : 88. 4 90.7 
(a) Foodstuffs... 06, 6 92.38 
(>) Raw industrials 83.0 89.2 
(c) Livestock aad products 72.5 68. 2 
(d) Metals 3 88.3 100.4 
(e) Textiles and fibers. .- : a 4 ak . a 86. 7 89.0 
(f) Fats and oils iat feats a SL, 66. 5 69.1 


In the 1953 annual report attention was called to the existing dislo- 
cation between the level of primary raw material prices to the end 
product of finished goods. This dislocation has not been corrected 
and the producers of primary raw materials are operating at a level 
of 90.7 percent of the 1947-49 average price level and buying finished 
goods at a level of 115 percent of the 1947-49 price level. 

It would appear that this dislocation in price levels between raw 
material prices and consumer prices has been primarily responsible 
for the cutback in industrial production of about 10 percent from 
July 1953 to September 1954. The production of raw materials at 
a relatively low price level as compared to consumer prices has not 
maintained the market for industrial production in raw-material area 


at the July 1953 level. A falling off of purchases of farm snabisieey, 


automobiles, and other durable goods has taken place. 
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The following table is a record of our monthly industrial produc- 
tion since July 1953. 
Industrial production 
[1947-49 as 100) 


| Total indus- | Total manu- 





Year and month | trial produc- facturing Durable Nondurable 
tion | production | 
ES SREB OS ES eee fea 137 139 157 121 
ONG co ans . ae : 136 138 157 119 
September - -.-- hee : 133 135 152 117 
October ......-- ‘ 132 134 151 117 
November - . . -- Sieeeabas : 129 131 146 115 
December... ---- ; ; i 126 127 142 112 
1954—January -- ha Ke 125 127 141 113 
February _.-- : 125 126 139 114 
Maren ..c-...- ‘ 123 125 135 114 
"” See ve ‘ 123 125 134 116 
May. cae ; etme 124 126 135 117 
BONER: Jo nackiaoe a én 124 125 134 116 
eee ase bier: da : eau 124 | 125 134 114 
August .....;.<.....- = ee 124 125 135 115 


September. ......-- a 124 125 135 116 


The cutback in production of manufacturers has been about 4.2 
percent in the case of soft goods or nondurables and approximately 
14 percent in hard goods or durables. 

The total cutback in production in the latter part of 1953 and early 

art of 1954 represents approximately $25 billion of goods and serv- 
ices. This loss of tential income can be expected to cutback corpo- 
rate operating profit and tax revenues required to meet appropriations. 
The cutback in production has cut back operating profits of corpora- 
tions from an annual rate of $42.4 billion in the first quarter of 1953 to 
$34.5 billion in the second quarter of 1954. 

In spite of large eecentitates for construction of new plants and 
equipment during 1954 there has been no recovery of raw material 
prices and unless raw-material income expands there cannot be any 
great expansion in the future production level. 


SrectaL ComMITree HEaArINGs 


During the past year your committee has held 16 sessions of hear- 
ings to review or investigate programs authorized under the Defense 
Production Act. In addition it has published 2 progress reports and 
1 annual report. These hearings and reports dealt primarily with 
the following matters: Proportion of Government Contracts Awarded 
to Small Business Concerns; Nickel Supply Situation; Manganese 
Ore Expansion Program; Loans Made to the United States Tin Cor- 
poration; Third Annual Report of the Activities of the Joint Com- 
mittee. 

Because of the highly classified nature of the data discussed, Gov- 
ernment officials requested that the committee meet in executive session 
to review the nickel and manganese situations. To the extent possible, 
however, these two hearings have been summarized below along with 
the opening hearings. 
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PROPORTION OF GOVERNMENT CONTRACTS AWARDED TO SMALL BUSINESS 
, CONCERNS—HEARING 


On March 8, 1954, the committee conducted a hearing to review the 
manner in which the allocation of defense contracts were being made 
to small business. The Assistant Secretary of Defense, the Assistant 
Secretaries (Materiel) of the three branches of the armed services, the 
Administrator of the Small Business Administration, Director of the 
Office of Defense Mobilization and officials from the General Services 
Administration were invited to appear as witnesses. 

The chairman stated that the committee was primarily interested 
in hearing how the services were planning to handle procurement to 
assure that small business received its justifiable share of the contracts 
since defense procurement was being cut back materially. Another 

purpose of the hearing was to determine the extent to which there was 
uplication of functions that might be better coordinated between 
the branches of the services and the Small Business Administration. 

The Assistant Secretary of Defense testified that during the 3 fiscal 
years since Korea, from July 1950 through June 1953, the military 
departments contracted for a total of $100.6 billion with business firms 
in the United States. Of this total small business received $18.1 
billion in prime contracts. This does not include the amount of sub- 
contracting done by small business. The Assistant Secretary added 
that a recent survey indicated that the major prime contractors dis- 
tributed approximately 20 percent of their prime contract dollar to 
small business through the second tier of subcontracting. Taking this 
figure into consideration the Defense Department estimated that small 
business had received approximately 38 percent of the overall contract 
dollar since Korea. 

It was later brought out under questioning that small business 
obtained a relatively smaller percentage of the negotiated contracts 
as compared to the awards received through competitive bidding. 
From the figures it appears that during fiscal 1953, the total volume 
of military contracts negotiated amounted to $28.5 billion. Of this 
amount, small business received less than 10 percent whereas small 
concerns were awarded 66 percent of the total $3 billion military 
contracts let by advertising and competitive bidding. It was pointed 
out, however, that $14 billion of the negotiated contracts were for 
aircraft and related equipment for which small business does not 
qualify. 

The Administrator of SBA testified that a study of procurement 
actions in the major Army and Navy offices revealed that while the 
dollar volume of purchases for such installations in the first half 
of fiscal 1954 dropped 67 percent of what it was for the same period 
in fiscal 1953, the procurement earmarked for small business decreased 
only 48 percent. 

The SBA Administrator contended that the joint determination 
program had been a major factor in the award of contracts to small 
business. This program is designed to increase the small-business 
share of procurement by setting aside for competitive bidding among 
small firms all or a percentage of the military procurement suitable 
for award to them. To coordinate this effort, SBA has representatives 
located in 33 major military-procurement offices and in the 5-month 
period, August 1 to December 31, 1953, out of 828 joint determinations 
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initiated by SBA, the military agreed to 637 valued at $53 million. 
These resulted in 173 actual awards totaling $16 million being made 
in 278 individual contracts to small business. 

It was brought out, however, that in September 1953 the armed 
services proposed the abolition of the joint-determination program 
and the withdrawal of all SBA representatives from procurement 
centers. It was further proposed at that time that the military would 
decide upon the procurement suitable for small business and would 
refer the information to the SBA regional offices for action. SBA 
rejected this proposal. The Department of the Army then proceeded 
to set up a small-business-determination program duplicating the 
joint-determination operation. This created an unsatisfactory situa- 
tion which was clarified when DOD issued instructions on March 10, 
1954, to the services which strengthened the joint-determination 
program. 

Since the hearing, the committee has been advised that under the 
joint-determination program SBA has initiated during the period 
August 1, 1953, to July 31, 1954, over 2,000 joint determinations 
valued at $376 million. Of this amount, agreement was reached with 
the military to earmark 1,740 purchase requests totaling $242 million 
for small business. Actual procurement awards were made to small 
concerns in 1,080 cases involving nearly $125 million. These awards 
resulted in 1,617 individual contracts to small companies. 

The question was raised at the hearing as to whether the award of 
preference set-aside contracts to surplus-labor areas discriminates 
against manufacturers located in small towns and small cities where 
no labor surveys are conducted. ‘The set-aside contracts are awarded 
only to manufacturers located in areas of unemployment, known as 
surplus-labor areas. Such awards are made under Defense Man- 
power Policy No. 4, an order which was issued by the Office of Defense 
Mobilization. 

The Office of Defense Mobilization relies on the Department of 
Labor for the survey and classification of surplus-labor areas. Such 
surveys do not cover all manufacturers and all towns and cities. In 
fact, the Bureau of Employment Security of the Department of 
Labor classifies only 150 labor-market areas throughout the Nation 
on the basis of information and statistics gathered and presented by 
State employment-security agencies. In the certification of the un- 
employment areas, the smallest area that is considered is defined as 
one which is not primarily a trade or service center and which has an 
estimated area labor force of at least 15,000 and an estimated nonagri- 
cultural employment of at least 8,000. 

It was brought to the attention of the committee that there are 
very few areas in New Mexico, Arizona, North Dakota, South Dakota, 
Nevada, and Idaho, which could qualify for set-aside contracts due to 
the fact that labor surveys would not be conducted under the above 
criteria. It was also pointed out that a study had been made by the 
staff which revealed that there were approximately 150 congressional 
districts in which no town or city could qualify under policy No. 4 
for preference contracts, while in one State over 60 percent of the 
population was covered by labor surveys. The argument was made 
that if contracts are to be “set aside” for award to manufacturers 
who are located only where labor surveys are conducted, it would 
follow that smal! manufacturers who are located where labor surveys 
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are not conducted, could meet all of the requirements other than 
location and still not be able to qualify for set-aside contracts, while 
similar manufacturers in metropolitan areas would be eligible to 
participate. A list of approximately 2,500 towns and cities of 2,000 
or more population which could not qualify under the present policy 
for set-aside contracts was submitted for the record. 

It was also pointed out in the Third Annual Report that the 1954 
defense appropriation bill which passed the Senate contained a pro- 
vision that none of the funds would be available for correcting or 
preventing economic dislocations, and that this language was modified 
in the conference committee to prohibit the use of these funds for 
the payment of a price differential. A similar prohibition on the 
payment of a price differential was carried forward to the 1955 de- 
fense appropriations. Defense Manpower Policy No. 4 was revised 
by the Office of Defense Mobilization on November 3, 1953, with the 
provision that in no case would price differentials be paid for the pur- 
pose of carrying out the policy. Prior to this revision, the policy 
permitted a bidder located in a surplus labor area to obtain the award 
providing he matched the low bid. 


NICKEL SUPPLY SITUATION—HEARING 


At the suggestion of Arthur S. Flemming, Director of ODM, the 
committee held an executive hearing on March 8, 1954, to review the 
nickel situation and discuss its effect on our national defense and to 
the domestic economy as a whole. The committee also invited Charles 
S. Thomas, Assistant Secretary of Defense for Supply and Logistics, 
to prescut the latest military requirements; Edmund F. Mansure, 
Administrator GSA, to report on the actions being taken under the 
nickel resources expansion program to speed up new development and 
production; and Sinclair Weeks, Secretary of Commerce, to discuss 
the impact which the stockpile acquisitions is having on the civilian 
economy. 

While most of the information and data discussed at this meeting 
is “classified for security reasons”, it was made crystal clear by each 
of the responsible officials that the most serious problem facing this 
Nation today in its preparedness program, is to develop new nickel 
deposits and at the same time substantially increase the production 
capacity at existing sources. 

Your committee strongly urged each agency to make a further effort 
to explore every potential source and technical process to overcome 
this critical bottleneck. Im view of the essential use of this metal 
in the production of certain top priority items, it was further agreed 
that costs should be considered secondary to our Government’s security 
until such time as the projected needs for both the military and civilian 
economy were more definitely in sight. 

In order that the committee might give further study to this prob- 
lem, your chairman requested that ODM submit a coordinated report 
to the committee which would review measures undertaken to improve 
the nickel supply, and appraise the situation resulting from these 
efforts. With the assistance of the Commerce Department and General 
Services Administration, ODM submitted such a report (classified) 
to your chairman on May 6, 1954, and this has been the subject of 
further study and discussion by members of the staff with the agencies 
involved. 
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MANGANESE ORE EXPANSION PROGRAM-——-HEARING 


On May 17, 1954, Mr. Arthur S. Flemming, Director of ODM, 
and Mr. Edmund F. Mansure, Administrator GSA, appeared before 
the committee in executive hearing to discuss the manganese expan- 
sion program as it relates to our national requirements. 

Prior to the hearing, ODM had received a number of proposals to 
expand the low-grade manganese ore purchase depot program estab- 
lished under the Defense Production Act. This program already 
involved acceptance by the Government through June 30, 1956 (ex- 
tended by Congress to June 30, 1958) of a total of 6 million long-ton 
units of low-grade ore to be received at each of 3 depots located at 
Butte-Philipsburg, Mont., Deming, N. Mex., and Wenden, Ariz. 

One proposal recommended the establishment of a new depot in 

Virginia to serve the Appalachian area. Producers in this area have 
felt for some time that the program had been unfairly administered in 
that no depot had been established to serve eastern producers, whereas 
three had been centrally located for producers in the West. Based on 
the quality of the ore and the tonnages available in the area, the eastern 
sa st claimed there was equal justification for a depot in Virginia 
rather than be required to beneficiate their own subgrade ore to a 
minimum grade of 40 percent ore and made carload shipments to one 
of the western depots, in order to participate in the purchase plan. 
This proposal was supported by several congressional Members from 
the Virginia delegation. 

Another proposal involved the raising of the present purchase quota 
of 6 million long-ton units at Wenden, Ariz., depot to 12 million long 
tons. This proposal was supported by a large number of mine oper- 
ators as well as several congressional delegations in view of the 

rospect of early fulfillment of the maximum purchase quota at the 
Wenden Depot. 

It appears that in 1948 the available supply of metallurgical man- 
ganese ore in this country was alarmingly low, with about one-third of 
the total coming from Russia. As a result, several successive expan- 
sion programs were undertaken through the incentive of Government 
loans and premium price contracts until the Government had entered 
into option contracts and commitments to buy 18 million long-ton 
units of low-grade ore for delivery to the 3 depots and another 19 
million long-ton units of 40 percent minimum ore to be delivered to 
railheads throughout the country in carload lots. This latter arrange- 
ment was provided so that any producer, regardless of location, could 
participate in the plan. The premium price offered in both cases was 
the same—$2.30 per unit for the suareolens of 48 percent ore ($2 for 
40 percent ore) or about $1.30 more than the current market price. 

The Government also has a contract to purchase 400,000 tons from 
Brazil, along with another 5.1 million tons if the world market price 
should drop around 35 percent. 

A review of the overall supply situation, including stocks on hand 
and probable deliveries against contracts, indicated that the minimum 
stockpile objective had been exceeded by a wide margin and that the 
long-term objective was being rapidly approached. When ODM 
realized this, instructions were issued to GSA to reduce or cancel 
manganese supply contracts wherever feasible. It was stated that 
even though some of our major sources of supply, such as India and 
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Africa, might be completely cut off, the present stocks, together with 
the scheduled deliveries, are adequate to meet the full mobilization 
«me on manganese ore. 

Mr. Flemming stated that when the overall situation was presented 
to the Defense Mobilization Board for their consideration, it was their 
feeling that there was no justification, at this time, to consider further 
expansion of the manganese depot plan, particularly when the pur- 
chase price to the Government would be more than 100 percent in excess 
of the market price. 


INVESTIGATION OF LOANS MADE TO THE UNITED STATES TIN CORP.——HEARING 


In July 1954 the committee held 12 open hearings to investigate 
the Government loans made the United States Tin Corp. aggregating 
nearly $3 million over the 3-year period 1951-54. At the time of the 
original loan application the United States Tin Corp. had an option 
to purchase the Lost River mining property located on the western 
part of the Seward Peninsula. The United States Geological Survey 
has been doing work in this area for the past 51 years. Although it 
is the only known source of commercial tin in the North American 
Hemisphere, only limited quantities of tin have been realized from 
placer operations since its discovery in 1903. 

Eighteen witnesses appeared before the committee including Ed- 
mund F. Mansure, Administrator, GSA; Arthur S. Flemming, Di- 
rector, ODM; and members of their respective staffs responsible for 
the administration of these loans; officials from Federal Facilities 
Corporation and Federal Reserve System; officials from Department 
of the Interior, Bureau of Mines, United States Geological Survey, 
and Defense Minerals Exploration Administration; also H. R. Fisch- 
naller, chairman and acting president of the United States Tin Corp., 
and Kenneth J. Kadow, former president. 

A prehearing investigation indicated that loans were extended this 
company under questionable circumstances involving both the com- 
pany officials and Government personnel which resulted in Govern- 
ment expenditures far beyond the amount anticipated. It was found 
that the two original applications requesting financial aid grossly 
misrepresented the facts by stating that there was “adequate” water 
supply, “excellent” roads, “ample” local labor, and that the buildings 
needed “only moderate” improvements. Expenditures for each of 
these items later proved extremely costly to the Government. 

On March 23, 1951, the Government entered into a production con- 
tract with the company and agreed to guarantee a $375,000 bank loan 
of which $96,000 was for capital equipment to construct a 24-ton pilot 
mill to be repaid over a period of years. The remaining $279,000 was 
set up as working capital and the income from all company sales of 
tin and tungsten concentrate was pledged against this account. 

The company had made application for a 100-ton commercial mill 
and this had been strongly supported in an official report filed with 
the Defense Minerals Administration by the Alaska field team of 
which the Director of the Bureau of Mines, Alaska office, was the 
executive officer. It later developed, however, that the company 
was obligated under an outstanding lease agreement with the owners 
of the property to construct a mill of 100-tons-per-day capacity. But 
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this information was withheld from the Government at the time the 
company entered into the contract to construct the 24-ton mill. 

The pilot-plant operation was agreed upon after weeks of confer- 
ences between company officials and representatives of the Bureau of 
Mines, Defense Minerals Administration, the United States Geological 
Survey, and the General Services Administration. Government of- 
ficials took the position that a commercial operation should not be 
undertaken until metallurgical tests and further exploration for ore 
bodies had proven that a 100-ton mill would be economically feasible. 
It was further understood that the project would be in production 
by October 1951 and the funds provided would be sufficient to carry 
on the operation until a determination was reached with respect to 
further expansion. These expectations, however, did not materialize. 
Instead it was nearly 21% years later and only after an expenditure 
of nearly $3 million in Government funds that production was realized. 

It was apparent from the testimony of witnesses and documentary 
evidence in the hands of the committee that the company had no 
intention of installing other than a commercial mill from the start. 
This is borne out by the fact that company officials called a meeting in 
Seattle only 6 days after signing the contract, at which time it was 
decided to construct a 100-ton capacity mill, by spreading the funds 
provided for the new 24-ton equipment, through the purchase of used 
equipment of the larger size. Two representatives from the Bureau 
of Mines, Alaska office, attended this meeting at the company’s request. 
The Director of the Bureau of Mines’ Alaska office testified, however, 
that the purpose of the meeting was to discuss the type of 24-ton equip- 
ment to be purchased and claimed that he had no information indicat- 
ing that a 100-ton mill was mentioned at the meeting. This is incon- 
sistent with documentary evidence subsequently received from the 
Denver Equipment Co. stating that one of the same Bureau of Mines’ 
representatives visited their offices within a week after the Seattle 
meeting to discuss the equipment required for a 100-ton installation, 

The United States Tin Corp. finally obtained a substantial portion 
of the 100-ton equipment from an abandoned gold mine in Alaska. 
This violation of the pilot mill concept resulted in a round of unfor- 
tunate events which created serious difficulties for the project and 
tremendous expense to the Government. It necessitated greater water 
supply which was not available, larger labor force which had to be 
imported, construction of family dwellings and recreation facilities 
which had not existed, the expansion of underground operations to 
supply the larger mill capacity, as well as the construction of a far 
larger mill and several new buildings to house all the supporting 
machinery and related shops. 

It was evident from the testimony that the company received favor- 
able cooperation of various individuals both withm and without Gov- 
ernment in expediting the original application, and in securing favor- 
able consideration for subsequent loans aggregating $2.5 million which 
the Government extended over the 3-year period. This assistance 
was forthcoming from private individuals, congressional offices, and 
Government officials. Mr. Kenneth J. Kadow, the Alaska representa- 
tive of the Secretary of the Interior and chairman of the Alaska field 
committee was one of those who was credited by company officials as 
being of “real help” in getting the original application approved. 
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Moreover from the evidence presented, it was apparent that per- 
sonal friendship between certain Government employees in GSA and 


Kenneth J. Kadow, president of the United States Tin Corp., re- E 
sulted in favorable reports being made in the interest of further ad- 


vances which were not warranted by the facts. These reports tended 
to minimize the costly delays and basic problems that continued to be 
costly to the Government. In an analysis prepared on March 10, 
1953, in connection with the application for a further Government 
loan of $1,300,000 the statement was made that the Government would 
be little worse off in July 1954 as compared to July 1953, whereas it : 
was acknowledged at the hearing that by July 1954 the Government 
Was approximately $800,000 further involved. 

Early in 1954 GSA had an engineer make a detailed inspection of 
the overall project and report on the actual status of the operation and 
its potential possibilities. This, however, was after GSA officials were 
aware that a congressional investigation was under way. As a result 
of the engineer's findings and recommendations, representatives of 
GSA met with the directors of the United States Tin Corp. in Seattle 
on March 23, 1954. At this meeting it was agreed that Kenneth J. 
Kadow., president. would be relieved of any participation in the man- 
agement of the company; that no further stock of the company would 
be issued without GSA approval; that the corporation pledge all 
unissued treasury stock as well as place in escrow, with the Govern- 
ment, all stock held by officers and directors until the completion of the 
contract and repayment of all funds due the Government: that the 
Government have the right to vote the pledged stock; and that the 


H Government be invited to have a representative attend all directors’ 
meetings. As of August 4, 1954, vour committee was advised that 


490,840 shares of company stock had been placed in escrow by officials 
of the company. While GSA feels that this number of shares assures 
| the Government of effective working control, there are 380,000 ad- 
ditional shares held by other directors that remain unpledged. 
: Among those withholding their stock are H. R. Fischnaller, chairman 
and acting president, and Kenneth J. Kadow, former president, who 
own 66,000 and 265,000 shares respectively. Both are said to be with- 
holding their shares until a decision is reached regarding future finan- 
cial assistance on the part of the Government. 

In July 1954, the company made its third shipment of tin con- 
3 centrate produced since the first loan was made in 1951. The value 
) of this shipment amounted to $158,000, and was applied against the 
. 
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outstanding bank loan of $155,000. The 2 previous shipments 
amounted to about $54,000 in 1952 and $59,000 in 1953. Another 
shipment of tin concentrate produced this summer is scheduled to 
leave the Seward Peninsula on the October boat and has an esti- 
mated value of $120,000. This amount will approximately equal the 
accumulated interest due the Government on its direct loans aggre- 





1 gating $2.5 million. 

e In May this year the company made application to GSA for another 
1 loan to carry its operations through to July 31, 1955, its claim being 
. that at current production rate it should be able to break even for the 
d first time. In view of your committee’s investigation, GSA asked the 
s Office of Defense Mobilization whether there was sufficient defense 


need to warrant continued operation of the United States Tin Corp. 
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mine. Due to present adequacy of tin, and tungsten, ODM 
decided that there was no justification for continuing the project for 
the primary purpose of producing additional quantities of these 
materials. ODM decided, however, that the matter should be con- 
sidered by the Department of the Interior in view of its responsibili- 
ties for defense mineral explorations in the United States and its 
Territories. 

The Department of the Interior recommended that further explora- 
tion be continued at this time for several reasons. First, it was be- 
lieved essential, in the interest of national defense, to determine the 
extent that commercial ore reserves are existent in the area; secondly, 
it would be more economical to undertake additional exploration at 
this time, than to reopen the mine at some later date, should an 
emergency necessitate such action; and thirdly, in view of the Gov- 
ernment funds already expended, it seemed desirable to determine 
more conclusively whether a year-around mining operation is eco- 
nomically feasible in such a remote region and under such extreme 
operating conditions. Based on Interior’s recommendations, ODM 
authorized GSA on August 24, 1954, to continue the operation at the 
mine through July 31, 1955. It is estimated that approximately 
$500,000 will be required for working capital during this period. 

In order to provide funds for the purchase and shipment of food 
supplies and repair parts through the 1954-55 winter, GSA authorized 
$160,000 in August, of which $70,000 was obligated. The actual operat- 
ing expenses incurred from June 1, 1954, through October 7, amounted 
to $226,000. The company is being financed on a mouth-to-month 
basis pending the results of an engineering inspection which GSA 
is now conducting at the mine. Asa result of this investigation GSA 

lans to determine whether it is reasonable to expect the mine to pro- 

uce sufficient volume of tin to permit a break-even operation during 
the period ending July 31,1955. 

GSA has advised officials of the United States Tin Corp. that any 
further Government advances after October 1, 1954, would be con- 
tingent upon the company’s agreement that no obligations would be 
created without prior Government approval; no Goverment funds 
withdrawn without GSA countersignature; and no actions taken by 
the directors without prior GSA approval. In addition GSA has 
stopped all salary payments to H. R. Wachasiioe, acting president and 
plans to insist on certain management changes to further protect the 
Government’s investment. 


CoMMITTEE Starr ACTIVITIES 


Staff contributions to the work of the defense watchdog committee 
take various forms. It is a continuous part of the staff’s functions to 
conduct special studies and investigations, under direction of the 
Chairman, and to report on progress achieved by the responsible 
agencies in the administration of the defense programs, authorized 
under the Defense Production Act. All defense agencies performing 
functions under the act submit quarterly reports to the committee 
chairman, and these are reviewed and recommendations made when 
action is warranted. 

In the course of its operations the staff is in frequent communica- 
tion with officials of the various departments and agencies regarding 
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various problems arising from defense activities. The staff also acts 
as a congressional clearinghouse with defense agencies in handling 
correspondence and telephone requests relating to defense policies 
and proceedings which are referred by congressional offices and their 
constituents. 

Considerable time has been spent by the staff in meetings with the 
agencies to review programs and develop the facts for the Chairman 
and other members of the committee. The following are some of the 
conferences held for that purpose: (a) Conferences with the Direc- 
tor of the Office of Defense Mobilization on the third round aluminum 
expansion, leasing Government-owned machine tools, nickel supply, 
mobilization-readiness program, electric-power requirement, and min- 
mum and long-range stockpile programs, the manganese-supply pro- 
gram, lead and zine-mining situation, manpower policy No. 4, and 
the copper-strike shortage; (6) conferences with the Assistant Direc- 
tors of the Office of Defense Mobilization on stockpile objectives, 
strategic and critical materials, titanium expansion, expansion goals, 
rapid tax amortization, borrowing authority funds, selenium short- 
nge, nickel situation, electric-power requirements for defense; (c) 
conferences with the officials of the Department of Commerce on 
machine-tool-leasing policies, equitable nickel distribution, and mo- 
bilization-base program; (¢@) conferences with the Office of the Assist- 
ant Secretary of Defense (Supply and Logistics) on revising the 
armed service procurement regulation on patent rights and the fur- 
nishing of Government-owned tools; (e) conferences with the General 
Counsel and other officials in the General Services Administration on 
nondefense leasing of machine tools, United States Tin Corp. loans, 
administration of supply contracts and loans, stockpile deliveries and 
the Nicaro nickel expansion; (f) conferences with officials in the 
Department of the Interior on electric-power program; (7) confer- 
ences with the officials in the Department of Agriculture on farm- 
commodity prices; (A) conferences with the Administrator of the 
Defense Minerals Administration on matters relating to the explora- 
tion and development of critical materials; (7) conferences with the 
officials of the Bureau of Mines on matters relating to the United 
States Tin Corp., Alaska project; (7) conferences with the Adminis- 
trator of the Small Business Administration on extent that Govern- 
ment contracts are awarded small business; (4) conferences with the 
officials of the Board of Governors of the Federal Reserve System on 
functions relating to the guaranties of loans under the Defense Pro- 
duction Act; (7) conferences with the officials of the Federal Facilities 
Corporation (previously RFC) on activities with respect to the pur- 
chases of tin; (m) conferences with officials of the Department of 
Labor on defense manpower policy No. 4 and unemployment in 
smaller areas; (7) conferences with personnel in the offices of Sen- 
ators, Congressmen, and congressional committees on matters relating 
to defense activities. 

Typical examples of mobilization programs reviewed by the staff 
this past year are summarized below under individual headings: The 
proposed third-round aluminum expansion program, the nickel-supply 
situation, the electric power defense program, the armed service pro- 
curement regulation as related to patents and copyrights, and the 
machine-tool program. 
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Smauu-Bustness PrRoGRAM 


In order to further implement the declared policy of the Congress 
that a fair proportion of the total purchases and contracts for sup- 
plies and services for the Government be placed with small-business 
concerns, your committee recommended a year ago, that the Small 
Business Administration place its own procurement representatives in 
the Department of the Army, Navy, and Air Force to handle such 
defense procurements and that these representatives be answerable to 
the Chief of Procurement of SBA. Although the Administrator of 
SBA advises that this matter has been discussed several times with 
the Office of the Secretary of Defense, SBA has been unsuccessful to 
date in obtaining DOD’s agreement to this program. 

In fact, some months ago, a draft of a new DOD directive was sub- 
mitted to SBA which indicated that the services were primarily inter- 
ested in having the SBA withdraw their representatives from all 
procurement centers. It also proposed that SBA drop its participa- 
tion in the joint determination program which is a joint activity be- 
tween SBA and DOD designed to increase the small-business share of 
Government awards. In this connection the Department of the Army 
issued a circular on September 9, 1953, entitled “Small Business Policy 
and Procedure,” which SBA reports was interpreted by numerous 
procurement officers as authority to discontinue making joint determi- 
nations with SBA representatives. In addition, on October 5, 1953, 
the Army issued ACP Directive No. 13-1953 stating that no further 
specifications or drawings would be giventoSBA. Asa result of these 
actions SBA claims that the small business program was adversely 
affected for several months at most Army procurement centers. 

At numerous conferences extending over several months between 
the Administrator of SBA and the Office of the Secretary of DOD 
and their associated staffs, 12 proposals were made by SBA in an effort 
to reach a workable joint determination program. Agreement was 
reached on 11 of these and on March 10, 1954, DOD issued a diree- 
tive instructing all branches of the armed services to implement 
the joint determination instructions in 30 days. The Army merely 
reprinted the directive and sent it to the field on March 31, 1954, 
without implementation. It was 60 days later before instructions 
were issued to the procurement officers. The Air Force was almost 2 
months getting their instructions to the field and it was not until 
August 3, 1954, that the Navy issued implementing instruction to their 
personnel covering the changes agreed upon between DOD and SBA 
5 months before. In addition to being adverse to small business, this 
delay resulted in added confusion and unnecessary conflict at the var- 
ious procurement centers throughout the country. 

It is difficult for your committee to understand why it should require 
from 2 to 5 months for the procurement officials of the 3 services to 
advise their personnel of a change in policy which could easily have 
affected hundreds of small-business concerns through the country. 

It is the opinion of the committee that the encouragement of small- 
business operations is so essential to the maintenance of the mobiliza- 
tion program and the national economy, that maximum effort should 
be exerted by both DOD and SBA to insure the establishment of a 
program that will increase the volume of procurement contracts 
awarded to small business. 
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Your committee feels that it is unfortunate that such a program has 
not been established previously and urges the officials of both agencies 
to take whatever steps are necessary to develop such a program. 


Macuine-Too.t Program 


Your committee has maintained a close contact with the problem of 
the tool industry ever since machine tools became the No. 1 bottleneck 
in the Korean crisis. It was some time in 1953 before most of the 
defense tools ordered under special Government programs were deliv- 
ered and the huge backlogs reduced to a more normal operation. As 
this transition occurred it brought to light several new problems 
requiring policy determination, particul: rly with respect to leasing 
and storage of Government-owned tools. 

One of the incentives that encouraged the industry to increase its 
output from $300 million in 1950 to more than $1.2 billion in 1953 was 
the accelerated tax-amortization program. <A total of 7 separate ex- 
pansion goals were established in areas of known me a ¥ovorkctings equip- 
ment defici iencies, and in the 3 years over $300 million of addition: il 
investment in productive capacity was certified for rapid tax 
amortization. 

A brief summary of the status of existing programs is as follows: 


POOL ORDER PROGRAM 


This program has kept the machine-tool plants operating to capacity 
during a period when the builder might be awaiting orders due to 
unavoidable I: ags. Contracts were entered into with builders guaran- 
teeing purchase by the Government of specific types and quantities of 
tools, if no other market existed, at a price which excluded the manu- 
facturer’s selling expense and profit. All pool orders are now com- 
pleted. This incentive program assisted in strengthening the mobili- 
zation base by 87,000 more tools being produced, purchased and in- 
stalled by hundreds of defense contractors, at a cost to the Government 
of less than | percent of their total value. 

Through June 30, 1951, 115 tool-order contracts had been negotiated 
covering 94,225 tools, totaling about $1.4 billion in acquisition value. 
Of this total over 87,000 units were sold direct to defense contractors 
and some 6,400 units were canceled with the producers. ‘The Govern- 
ment’s total liability amounted to 711 units taken into storage, at a 
cost of $9.4 million, of which 338 are strictly special single-purpose 
machines built at the request of the Armed Forces. 


MACHINE-TOOL FACILITIES EXPANSION PROGRAM 


This program provided expanded capacity from machine-tool 
builders to produce the additional tools needed for defense, including 
those specified in the pool-order contracts. Under this plan new tools 
were purchased and leased by the Government to the machine-tool 
builders. As of June 30, 1954, a total of 120 lease agreements were 
negotiated committing the Government to a maximum liability for 
over 3,200 units valued at $38.8 million. This acquisition phase of 
the program is « ‘ompleted except for certain long lead-time tools. Of 
all tools delivered only 85 have been placed in storage due to cutbacks 
and terminations. 
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ELEPHANT MACHINE-TOOL FACILITIES EXPANSION PROGRAM 


This program was designed to increase the existing capacity of tool 
builders of extremely large multipurpose precision machine tools, re- 
quiring up to 30 months lead time to build. Under this program 
other Government aids were usually involved including tax amortiza- 
tion, loan guaranties, working capital, advances, pool- -order contracts, 
as well as the lease of other tool facilities. Special arrangements were 
made to assure the continuation of this expanded capacity for at least 
10 years. 

As of June 30, 1954, 3 contracts had been signed, whereby the Gov- 
ernment contracted to pure ‘hase and lease a total of 203 facility tools 
valued at $4.5 million to 3 producers of eleph int tools. Of this amount, 
199 units, costing approximately $3.8 million, have been delivered, 
leaving 4 yet to be acquired. This program is now under review, as 
the : accomplishments to date appear to have fallen short of the objec- 
tives. The Department of Commerce has been asked to give serious 
consideration to the feasibility of expanding capacity further to pro- 
vide stockpile reserve of elephant tools as an additional security guar- 
anty in case of future need. 


GOVERNMENT-OWNED TOOLS 


Your committee has been concerned for some time over the manner 
in which Government-owned tools are furnished to contractors in the 
performance of procurement contracts. Several conferences have been 
held over the past months with the Director of ODM, the Assistant 
Secretary of Defense (Supply and Logistics), and the Administrator 
of GSA on this subject. The Defense Department claims, however, 
that there are several facets to this problem that must be carefully con- 
sidered. Moreover, there is considerable difference of opinion among 
the Departments as to the policy that would be most equitable to 
both defense contractors and the Government. 

It is estimated that the armed services have approximately 400,000 
tools and related equipment in use or on standby basis in military 
establishments and private defense plants throughout the country. 
There are another 31,000 idle military tools in the defense industrial 
equipment reserve. Other Government agencies own approximately 
6,000 additional tools which are currently being used for defense- 
supporting production or held in civilian reserves administered by 
GSA. The Maritime Administration and AEC also have special tools 
not included in the above figures. 

It is the written policy of the armed services that contractors are 
expected to furnish their own tools and facilities for the production of 
defense contracts. However, where a procurement contract involves 
the use of special tools which are of no use to the contractor in his 
commercial production, or where it is determined to be to the best inter- 
ests of the Government to provide tools, such may be done, and the 
Government is expected to be ga nexastd either through an adjust- 
ment of the procurement price or by means of a fair monthly rental 
charge for the equipment. The policy further provides that ‘such an 
arr angement is not to place the contractor in an advantageous position 
competitiv ely. This is the area in which most of the problem lies. 
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Apparently there is no standard policy being followed by the three 
branches of the service. The armed service procurement policy 
(ASPR), section XII, sets forth the basic procedures for furnishing 
Defense-owned tools, but it is primarily the responsibility of the indi- 
vidual contracting officers in the three services to determine what tools, 
if any, should be furnished to the contractor, and on what basis. 

When prime contractors have required tools, it has been the general 
practice to include the tools under a separate facilities contract. 
Under this procedure there has been no uniform standard for deter- 
mining the value of the tools to be furnished, and, therefore, no con- 
sistent policy in effecting a reduction in the production price. The 
committee staif is informed that the contracting officers are frequently 
not informed as to the acquisition cost, age, or condition of the tools 
in question, and, therefore, have no factual basis on which to base a 
proper price adjustment. Besides the acquisition cost used for iden- 
tical tools may vary between the three services or even between con- 
tracting officers in the same branch of the service. It is stated that 
negotiations are frequently based on the contractor's estimated value 
of the tools required and not on the actual tools furnished. 

Your committee cannot help but express concern over this method 
of negotiating contracts. One firm is known to have had over 2,200 
tools furnished by the Government. Several plants have more than 
1,000 tools. Hundreds of contracts involve price adjustment for 200 
to 500 Government-owned tools. Indications are that contractors 
using Government tools may enjoy distinct advantage costwise over 
the contractor having capital investment in his own tools. This is 
particularly true where a contractor has more than one contract uti- 
lizing the same tools. Contractors supplying similar items may find 
that one enjoys a better profit position as a result of negotiating a 
better deal on the tools supplied. Moreover, the actual procurement 
cost of the product to the Government is hidden in the tool-adjusted- 
price contract and there is no way to make a direct comparison as to 
which contractor is giving the Government the best deal. 

It has been pointed out by the armed services that one of the major 
factors in favor of continuing this method of price negotiation is 
that it permits the spreading of the authorized procurement funds 
over more items as a result of the lower net contract prices obtained 
through the use of the Government tools. On the other hand, according 
to the services, the income derived by the Government from tools 
leased on a monthly rental basis, goes into miscellaneous funds and are 
not available for defense procurement expenditures. Another reason 
advanced is that the price-adjusted method eliminates records, book- 
keeping, and Mandreds of monthly tratisactions involving additional 
personnel and expenditures. 

It is the feeling of your committee, however, that the present meth- 
od of including Government-furnished tools as a part of the procure- 
ment contract leads to inequities, which frequently tends to favor one 
contractor at the expense of another. The committee further feels it 
essential to our free enterprise way of life that Government-owned 
equipment be made available to all contractors, both large and small, 
on the same competitive basis. To achieve this objective it is urged 
that standard leasing rates and procedures be established and applied 
uniformly by all responsible agencies on any machine tools supplied in 
performance of a defense or defense-supporting contract. 
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Government-owned tools furnished to small subcontractcors have 
usually been leased by the armed services on a monthly rental basis. 
The rate has generally been based on 1 percent per month (40-hour 
week) of the original acquisition cost regardless of age or condition. 
Frequently leases are made in cases of large contractors where more 
than one of the services have contracts in the same plant utilizing the 
Government-furnished tools. But again, in case of leased tools, the 
contracting officer has the authority to deviate from the 1 percent 
when he considers it to be the best interest of the Government. 

This leasing procedure has been the cause of serious objections from 
various segments of industry. Some small contractors have found 
that the only tools available to them were old tools which involved rela- 
tively high maintenance cost. They have felt it unfair to be charged 
the same rental rate as another contractor having a “like new” ma- 
chine, without some adjustment for age or condition. 

The Defense Department has had this matter under consideration 
for several months but has been unable to obtain unanimous accept- 
ance of the age-and-condition factors from the various Departments. 
While there has been a general agreement on the age factor, there is 
considerable difference regarding the advisability of adjusting for 
condition. One group feels that the question of condition, in terms 
of wear and productive capacity, involves individual opinion and 
judgment which must rest with the user. Another group contends 
that it is administratively practical and more equitable to the user 
for the Government to classify old tools as either (1) “like new,” (2) 
“operable” or, (3) “as is,” applying a sliding scale of percentages to 
the acquisition cost. 

Another problem facing the Department of Defense is the question 
as to what is a fair rental rate to charge defense contractors. The 

neral feeling in some quarters is that Government rates should be 

rought more in line with commercial rates. However, the point is 
made in other quarters that since the Government is not in the busi- 
ness of leasing tools as such, and since the only reason the Government 
furnishes any tools is to increase defense production in an emergency, 
industry should not object to the 1 percent where defense work is 
involved. 

Industry’s objections to the 1 percent has increased since more tool 
producers have announced their own leasing plans. Most of these 

lans offer some type of a lease-purchase option, after the first year. 

everal leasing-brokers backed by strong commercial banks are offer- 
ing straight rental plans. Practically all of the plans, whether 
straight lease or lease-option, have monthly rates figured on the basis 
of recovering about 75 percent of the list price in the first 3 years. To 
achieve this, monthly rates range from 2 to 3 percent per month the 
first year, with a slight decline in the second and third years followed 
by a straight 10 percent per year thereafter. These rates are gen- 
erally for a 40-hour week with additional rental for the other shifts. 
The contract term areren 5-7 years, some as high as 9 years. There 
is some question currently as to what final decision the Internal Rev- 
enue Service may make with respect to whether rentals paid under the 
lease-option plan qualify as a tax deductible operation expense. 

GSA has its own lease agreement and rate formula for determining 
the monthly rentals for tools furnished to defense-supporting con- 
tractors. e basic leasing rate for current models (1948 to date) is 
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1 percent per month of the acquisition cost plus transportation and 
installation costs. For tools built during the 1936-48 period, GSA 
uses the 175 percent OPS price factor to arrive at current replaceable 
cost and then applies a 60 percent age factor. While the prinicple may 
be sound, the tool would have to be prior to 1936 before the formula 
allows any further adjustment for age or condition than provided b 
applying straight 1 percent to the original acquisition cost, and GS 
has relatively few tools built prior to 1936. ODM and GSA do not 
share the feeling that the Government is out of line or being unfair to 
industry by leasing tools for defense work at 1 percent per month. 
GSA and ODM further agreed that where it is decided to be in the 
best interest of Government to lease tools for nondefense work the 
Government rental rate should be comparable to the commercial rates 
but feel that there are other important factors that should be taken 
into consideration such as term of the lease, maintenance, etc. These 
two agencies also believe that in all instances in which proposed non- 
defense leasing possesses no defense mobilization advantages that such 
proposals should not be approved. However, for defense production 
the 1 percent charged by the Government is considered a justifiable 
rate by both of these agencies since in terms of normal depreciation it 
vse sehr eee: double the allowable amortization rate extended 
on tools. 

The Department of Commerce officials do not agree with this 
premise. tt is their contention that the present Government rate is 


unfair competitively to both machine-tool builders and industry in 
general, and for some time have strongly advocated that the current 
rate be increased at least double if not more, to bring it in line with 


commercial rates. 

ODM Order DMO VII-4 issued October 9, 1954, stated that Gov- 
ernment-owned production equipment should not be made available 
for nondefense production except when such utilization has been 
approved by ODM. When defense contracts are terminated it is the 
policy to arrange for the tools to be held in “standby lines” or in 
‘packaged” form at or near the plant which will operate them in the 
event of an emergency. When this is not practical the tools are to be 
stored as complete complements in Government warehouses. Other 
tools such as miscellaneous groups or single units removed from sub- 
contractors’ plants are placed in either the Department of Defense 
Industrial Equipment Reserves, if military owned, or in civilian re- 
serves administered by GSA and other Government agencies. The 
only condition under which it is proposed that tools will be leased for 
nondefense production is when it has been formally determined by the 
agency responsible and approved by ODM to be in the best interest of 
national defense. 

The fact is, however, ODM’s Order DMO VII does not set forth 
a clearcut policy with respect to the extent Government-owned tools 
should remain on lease when a procurement contract is terminated. 
Your committee urged sntemelall agencies to face up to this problem 
a year ago and establish a realistic approach. Because of the differ- 
ence in opinions among officials in GSA, Commerce, and the armed 
services, this question still remains unsettled. Several proposals have 
been made but no clearcut decision has been reached. Meanwhile cer- 
tain contractors have indicated a willingness to properly maintain 
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the Sea pent in their plants in return for its limited ‘use on a specific 
basis. To date only a few requests have been received from the serv- 
ices requesting nondefense lease agreements for selected plants in 
order to keep the tools intact and properly maintained. So far there 
have been 11 special requests all of which originated from the services 
except 2 from GSA, and ODM has approved 9 as meeting the criteria 
standard and the remaining 2 are still under consideration. 

There has been considerable objection from industry over permit- 
ting any tools regardless of circumstances to be utilized even on a 
restricted basis for nondefense work. Much of this opposition stems 
from the machine tool builders who are concerned over the Govern- 
ment leaving any tools in private industry except in storage status. 

The Department of Commerce takes a firm position that it is 
unfair to industry, from several competitive angles, for Government- 
owned tools to remain in plants and be used even on a limited basis 
for civilian production, except possibly a few of the extremely large 
elephant type tools which would be uneconomic to move. Commerce 
would restrict any such consideration to units having a minimum 
acquisition value of $100,000, requiring 18 months or more to build, 
or where dismantling and moving would substantially damage the 
equipment. Commerce feels also that the contractor should enter into 
5-year noncancelable contracts as part of the deal. 

It is GSA’s position that there are certain tools, primarily large 
units, in several defense-supporting plants, which it would be to the 
Government’s interest to have on site ready for quick activation in case 
of another emergency. It is their further contention that such a 
policy would permit the “package” concept of storage, assure con- 
tinuous maintenance, and eliminate storage hazards at a minimum 
expense to the Government. In most cases the Government would be 
assured of the proper maintenance of a large number of defense 
production tools in return for the restricted use of certain selected 
tools in the plant. GSA feels that such a plan should be strictly 
selective to avoid any indiscriminate leasing of Government tools for 
nondefense purposes. 

The Defense Department takes the position that it is faced with 
the problem of storage and proper maintenance of thousands of pack- 
aged tools to insure immediate reactivation of defense plants, when 
needed, without incurring costly delays in reestablishing such instal- 
lations for military production. It is their contention that where 
circumstances make it necessary to permit the restricted use of some 
of the tools for nondefense work in order to assure the location and 
maintenance of all the packaged tools in the plant, it is in the best 
interest of our national security to make such agreements. The De- 
fense Department agrees that such arrangements should only be made 
under rigid standards and on a selected basis. 

The question as to the extent that the present ASPR rental rates 
and overall leasing policies should be revised has been the subject. of 
discussion within the Department of Defense for several months, but 
no agreement has been reached. 

While your committee appreciates that there are many angles to 
this problem it does feel that positive action should be taken 
toward establishing a leasing program that more equitably meets 
the needs of both industry and the Government. Furthermore the 
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committee feels that all Government contractors are entitled to a 
uniform policy regardless of the defense agency owning the equipment. 


CENTRAL INVENTORY 


During the past year the Department of Defense has classified and 
compiled records of over 252,000 items of metal-working equipment, 
owned by the armed services and presently being utilized for military 
production in contractor’s plants and defense establishments through- 
out the country. This is a substantial beginning to a difficult but 
extremely important job of maintaining a combined central inventory 
of all defense tools. A similar inventory of idle Government-owned 
tools, other than military, is being compiled by the Department of 
Commerce. 

DISPOSAL OF OLD TOOLS 


One of the growing problems confronting the Government involves 
the disposition of Government-owned tools that become obsolete. 
While the rate of obsolescence so far has not been such as to necessi- 
tate a decisive policy, nevertheless the problem is certain to become 
more real as time progresses due to the Raton $ of tools now owned 
by the armed services and other Government agencies that were ac- 
quired during World War II, and possibly earlier. Where obsolete 
tools have become available, the ordinary procedure has been for the 
services to offer these to the highest bidder. The current ODM policy 
as set forth in DMO-—18A requires the Department of Defense to sub- 
mit lists of tools and disposal plans to the ODM for prior approval 
before sold as surplus. This restriction has not been complied with 
in some instances and it is generally conceded that this requirement 
is administratively impractical for the owning service. 

The suggestion has been made that possibly certain tools that are no 
longer needed for defense purposes might be offered in exchange for 
strategic and critical materials to foreign countries which can use 
such tools in their industrial development. It is realized that such a 
program involves many considerations that must be weighed care- 
fully to avoid adverse effect on the present export of new tools as 
well as the substantial volume of sand machines currently purchased 
by foreign buyers. It is felt, however, that the barter of machine 
tools for strategic materials does offer certain definite advantages to 
all concerned and, therefore, it is suggested that the possibilities of 
developing a practical plan of exchange be further explored by the 
responsible agencies. 


ALtumMiInumM Expansion ProGRAM 


The activities of your committee with respect to the first and second 
round expansion of the aluminum industry which were undertaken 
to meet the Korean mobilization needs, have been covered in detail in 
previous annual reports as well as in two special committee reports 
numbers 20 and 24, issued in June 1952 and January 1953, respectively. 

At this time last year the military estimates indicated that the total 
aluminum that could be produced with the first and second round ex- 
ansions completed and operating at capacity, together with maximum 
imports, would fall considerably short of meeting the full mobiliza- 
tion requirements. 
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Based on these estimates, ODM recommended that positive action 
be taken toward completing the third round which had bas purposely 
slowed down earlier at the suggestion of the Defense Mobilization 
Board pending a further review of the overall situation. 

In view of ODM recommendations, your committee also went on 
record in the last annual report that the third round or the major 

ortion thereof be completed in the interest of our national security. 

‘he point that neither your committee nor ODM knew at that time 
was that the military estimates were unrealistic. Moreover, the lat- 
est military estimates were 20 percent higher than the previous figures 
given to ODM. ODM discussed the impact of these requirements on 
the third round supply with the Defense Mobilization Board at its 
November-December meetings, and it was at that time that military 
officials advised that a preliminary check indicated possible discrep- 
ancies which they felt warranted further investigation. ODM there- 
fore, stopped any further action on the third round pending a com- 
plete restudy of the military requirements by Defense. It was not 
until June 1954 that the military furnished ODM with revised 
estimates. 

These military figures substantially changed the situation with 
respect to total estimated supply and demand for primary aluminum. 

The new figures were materially lower and indicated that the total 
availability of aluminum in the United States market over the next 
several years would meet the total estimated requirements, including 
stockpile objectives and essential civilian needs. In addition to the 
lower military forecast, there were several developments that occurred 
over the past several months which materially affect any earlier justi- 
fication for completing the third-round program. 

During the closing months of 1953 and continuing through the first 
half of this year, the market softened to such an extent that primary 
producers felt a marked falling off in demand from their commercial 
customers. This resulted in far heavier shipments becoming available 
for stockpile than previously scheduled for this period. At the same 
time, decreases in actual military take, due to cutbacks in some pro- 
grams and shifting of emphasis in others, released additional stocks 
for diversion to the stockpile. 

Another significant development that will have material effect on 
the total United States supply of aluminum over the next 6 years, 
is the purchase contract which the Aluminum Company of America 
(Alcoa) entered into with the Aluminum Company of Canada (Alcan) 
to purchase 600,000 tons of aluminum for delivery through 1954-58. 
The consent order permitting this Alcoa-Alcan supply contract to 
stand was signed by Chief Judge John C. Knox in the Federal Court 
at New York City on April 23, 1954. 

By terms of the order, the Canadian company is to make available 
to independent fabricators who do not have facilities for smeltering 
aluminum ingot, not less than 110,000 tons of this metal each year, and, 
in times of shortage, these deliveries have priority over deliveries un- 
der the Alcoa contract. The order further provides that Alcoa will 
offer to sell Olin Industries all or any part of 40,000 tons of aluminum 
per year between now and 1957, and 20,000 tons in 1958, in order to 
enable Olin to become a new competitor in aluminum fabrication. 

Totaling all commitments, including Kaiser’s contract, Alcan plans 
to supply some 285,000 tons per year (by 1956) of primary metal 
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to United States industry. Moreover, Alcan has guaranteed that such 
quantity will be made available under all circumstances, and that 
United States customers will not be subject to the United Kingdom’s 
call on Canada’s resource, as was the case in World War II and early 
Korea when we needed aluminum badly. The supply situation in 
Canada is materially changed through the advent of new Kitimat 
production, together with expansions in other Canadian projects. 

In a previous report, your committee mentioned the vulnerability 
of certain Canadian aluminum installations because of their isolated 
locations and long, open sealanes for the movement of required bauxite. 
At that time, it was suggested that careful consideration be given to 
the extent that this country could depend upon the reliability of supply 
from these sources in time of war. This problem has since been 
reviewed by the Government agencies responsible for safeguarding our 
national security and the determination was reached that the com- 
bined aluminum resources of both Canada and the United States 
should be considered in estimating the total supply available to the 
United States. 

In evaluating the relative adequacy of the supply to meet the full 
mobilization requirements, it should be noted that time has been work- 
ing in our favor. For example, in 1952, when a third-round domestic 
expansion program was first proposed, total domestic production was 
running less than 950,000 tons per year. Today, the United States 
domestic production is at the rate of 1,460,000 tons per year, a 50-per- 
cent increase. These are the results of first- and second-round expan- 
sion programs, given adequate time to play their part. 

In fact, all productive units under the two rounds of expansion are 
now completed and in production, with the exception of the 50,000-ton 
Anaconda plant. This is scheduled to begin production by mid-1955. 
Total production will then reach 1,540,000 tons per year as compared 
to 719,000 in 1950. 

In addition, the Harvey Machine Co. proposes to build a 54,000- 
ton primary aluminum plant at The Dalles, Oreg. This compan 
was issued a certificate for rapid tax amortization under the third. 
round expansion program, but so far construction has not started. 

ODM concluded that, in view of the foregoing, the urgency for fur- 
ther aluminum expansion no longer existed, and announced on August 
19, 1954, that the third-round expansion program would be discon- 
tinued. 

Tue Nicket Srrvation 


Nickel continues to be one of the most important defense problems 
and as a result has received more attention from the committee this 
past year than practically any other strategic material. 

ODM approved the decontrol of nickel on October 5, 1953, and all 
Government controls over the distribution and use of nickel were 
rescinded by the Department of Commerce on November 1, 1953. At 
that time, it was recognized that the shortage of nickel was still sub- 
stantial and that the available supply would fall well below the civilian 
requirements providing the deliveries scheduled for stockpile were 
maintained. It was the general feeling among most of the nickel in- 
dustry, as well as some Government agencies, that the continuation of 
controls would not serve to alleviate existing hardships among the 
civilian users. On the other hand, the principal producers promised 
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to establish a more equitable distribution of the available supply 
under the free marketing system. 

When your committee reviewed this matter with the agencies con- 
cerned, it was advised that agreement had been reached that stock- 
pile schedules would not only be maintained, but would be increased, 
even if it required a further reduction for civilian purposes. While 
the schedules approved by these agencies greatly exceeded the previous 
rate of stockpile acquisitions, the purchases were to be derived for 
the most part from existing or prospective expansions sponsored or 
assisted by the Government through tax amortization, loans, or pre- 
mium-price contracts. 

There were many expressions of concern to Government officials 
and to Members of Congress from the various segments of the nickel 
industry regarding the reported decreases in availability for civilian 
purposes as a result of the increased stockpile schedules. Predictions 
were made of serious economic hardship resulting from the program. 
These were based to a considerable extent on a misunderstanding 
of the circumstances. 

Your committee’s attention was particularly directed to this situ- 
ation in late December when the International Nickel Co. mailed a 
letter to the principal nickel distributors in the United States advising 
them of the adverse effect the proposed program would have on their 
business. In turn these distributors broadcast similar letters to their 
hundreds of customers all over the country who purchase nickel for 
electroplating and other uses in the manufacture of products. In 
brief, the letters stated that January allocations were being reduced 
by 28 percent under December deliveries as a result of the Government's 
increased stockpile program and that in February and March there 
would be a still further reduction in the civilian supply. 

The purpose of these letters was made quite apparent in that some 
specifically urged their nickel customers to wire their reactions to 
cutbacks directly to the Director of ODM or the Secretary of Com- 
merce. This brought a heavy flow of mail not only to the agencies’ 
officials but to Members of Congress as well. 

Upon investigation, the staff found that the real situation was quite 
different than the impression gained from the information contained 
in the letters mailed by the nickel distributors. It is true that January 
deliveries from nickel suppliers were substantially below December. 
This was primarily due to miscellaneous inventories that had ac- 
cumulated under Government controls being released in bulk to the 
market in December. However, figures prepared by the Department 
of Commerce showed that in the first quarter the civilian supply would 
be from 20 to 25 percent greater than the first quarter 1953. More- 
over, the Department of Commerce estimated that even on the basis of 
the higher stockpile deliveries and latest military requirements, the 
total nickel available for civilian use would be about the same as 
1954. 

Furthermore since the major portion of the stockpile orders were 
scheduled from Government-financed projects which, without such aid, 
would not have come into ano it was apparent that any change 
in the civilian supply would be due almost entirely to the current mili- 
tary and AEC requirements, rather than to the higher stockpile ob- 
jectives. This actually proved to be the case as there has been a 
gradual improvement in the civilian supply as military demands 
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have lessened throughout subsequent months. Recently, revised re- 
quirements for both the military and AEC indicate that the total 
civilian supply available during 1954 may exceed last year by about 
15 percent with possibly another 10 percent added in 1955, thus 
easing somewhat the pressure on producers of civilian products. 

This does not mean that the nickel problem will be overcome in the 
near future. Although determined efforts have been made to meet 
the stockpile objectives, the prospects of shortages in scheduled deliv- 
eries this year, and possibly next, are already apparent, due to pro- 
duction delays in completing certain expansions. Due to the civilian 
situation the military cutbacks have not been diverted to stockpile. 
Besides, in the interest of eventually establishing the Nicaro Cuban 
operation as a commercial enterprise, which is in accordance with 
congressional intent expressed when the operation was reactivated, 
Government agencies have permitted a limited distribution to be di- 
verted monthly to maintain industrial contacts. 

In order to increase production at the Nicaro plant by 21 million 
pounds, the Government authorized an additional expansion totaling 
$43 million, early this year. This a 75-percent increase in the pres- 
ent production, and the new plant is expected to be ready in early 1956. 
With this expansion, the Government will have invested nearly $100 
million in the Nicaro operation which makes it essential to the mobili- 
zation base that it be firmly established in the commercial market by 
the time the stockpile objectives are fully acquired. In 1951 it re- 
quired approximately $12 million of Government funds to reactivate 
the existing Nicaro plant. 

This is only one of several expansion projects which our Govern- 
ment has underway to assure added sources of supply. At the March 
8, 1953, executive hearing on nickel, your committee was apprised of 
the actions that have been taken and plans that are now underway to 
further expand production under the nickel resources expansion pro- 
gram. Due to the classified nature of most of this information, we are 
not permitted to disclose these facts in this report. 

Some indication of the scope of the Government activities may be 
gained, however, from the fact that five successive expansion pro- 
grams were prepared by the Defense Minerals Administration and its 
successor, the Defense Materials Procurement Agency, during the 
period June 4, 1951, through September 29, 1953. ODM and its prede- 
cessor, DPA, have certified additional amounts of borrowing author- 
ity funds for these programs until at present the certification includes 
provision for gross transactions amounting to approximately $880 
million with a “probable ultimate net cost” of $260 million. As a 
result of these efforts a very substantial increase has been achieved 
in the total supply of nickel that will be available in the months ahead. 


Tue Exvecrric Power Procram 


While great strides have been made in expanding the generating 
capacity over the past 3 years, there will remain some power problems 
to be considered in certain areas. 

The electric power expansion goal called for the installation of 41 
million kilowatts of new generating capacity by the end of 1955, and 
an additional 1 million for the Atomic Energy Commission by the 
following year. Indications are that this objective will be accom- 
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plished nationally. During the present year about 12.5 million kilo- 
watts will be added, bringing the total to approximately 103.5 million. 
It is estimated that by the end of 1955 the total generating capacity 
will be about 116 million kilowatts, as compared with 75 million at 
the end of 1951. 

The Federal Power Commission and the Department of the Interior 
with the assistance of the Atomic Energy Commission, Department of 
Defense, and Office of Defense Mobilization have recently ex- 
amined the electric-power situation and have estimated the nationwide 
capabilities, peak loads, and marginal reserves for the 3-year period, 
1955 through 1957. These estimates indicate that the presently sched- 
uled or planned capacity, in addition to that now installed nationally, 
will exceed the estimated peak load by about 13 percent by the end of 
1957. Officials in the Department of the Interior consider this per- 
centage of margin, plus other generating capacity which will be sched- 
uled later, to be adequate to meet the needs in all regions except the 
Pacific Northwest. In estimating the national load requirements, the 
Interior Department based its assumption on partial mobilization and 
a sustained hich level of economic activity. ODM feels, however, that 
any power estimates should be premised on full mobilization needs as 
that is the basis on which other agencies are planning all-out defense 
requirements. 

n the premise of these official estimates, the Assistant Secretary 
of the Interior advised ODM on July 29, 1954, that since there 
appeared to be no need for further expanding or extending the electric- 
power goal beyond the present limits, it was recommended that the 
expansion goal be closed with certain minor exceptions. This action 
had the effect of suspending any further applications for accelerated 
tax amortization to utilities desiring to increase their generating 
capacity. As a result, applications involving several hundred thou- 
sand additional kilowatts of power are pending and cannot be 
approved under the present policy unless the expansion goal is 
reopened. In this connection §pM expects to receive several appli- 
cations in the near future covering requests for rapid tax amortization 
on new generating plants using nuclear fission as a source of power. 

During the past year, the Director of ODM, the Secretary of the 
Interior, and their associated staff members have held several confer- 
ences in an effort to reach some agreement on this question of setting a 
higher power goal as an insurance against the larger defense needs 
under full mobilization. 

ODM takes the position that, while the electric-utility industry gen- 
erally accepts a 15-percent margin as a reasonable operating reserve 
in peacetime, it is not an adequate margin when all the factors that 
must be assumed under a full emergency are given proper weight. 

ODM points out that the 41 million kilowatts expansion program 
was based on a 1951 study of the projected demand as it existed at 
that time. Since then there have been marked shifts in industrial 
growth in certain areas as well as other developments that could mate- 
rially affect power usage in time of war. ODM feels that it is 
essential that the power program anticipate the need for immediate 
diversion of industrial facilities, materials, and manpower to such 
items as jet engines, and marine turbines which compete directly with 
land turbines and therefore increases the need for a somewhat greater 
power reserve to cover the initial requirements in case of an all-out 
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war. ODM further draws attention to the fact that official estimates 
fail to provide insurance against possible sabotage or atomic attack 
which could cause great loss of production due to lack of power 
resources. 

It is ODM’s opinion that it would be a serious mistake to deny tax- 
amortization assistance to those utilities and industrial firms who 
may desire to expand their generating capacity over the next few 
years. It is the feeling that this incentive could well prove to be a 
deciding factor in the rate of progress achieved in capacity additions, 
including the field of nuclear power which is of real importance to 
the country at this period. 

As a result of these facts, ODM has concluded that it would not be 
in the interest of national security to close the power-expansion goal at 
this time. The Director of ODM has, therefore, advised the Secretary 
of the Interior that ODM is not in a position to accept Interior’s recom- 
mendation that the goal be closed but has recommended instead that the 
expansion goal be extended from its present 117 million kilowatts to a 
minimum of 132 million kilowatts of capacity by the end of 1957. 

The Director of ODM further suggests if there is any doubt on 
Interior’s part as to the advisability of extending the goal to 132 mil- 
lion kilowatts that an industry group be asked to make an overall 
power study under full mobilization and submit recommendations 
for the consideration of the National Security Council. 

From the official power estimates, it is indicated that there are two 
important regions, the Pacific Northwest and the Southeast, where 
the marginal outlook is far more serious than in any other section of 
the country. The reserve margin for the Pacific Northwest is con- 
sidered to be alarmingly low, at least for the next 3 years, and possibly 
longer, unless some positive action is taken. 

The committee covered the Northwest power problem at consider- 
able detail in the third annual report. The situation has not mate- 
rially improved over the past year. The Department of the Interior 
hopes to advance the completion dates of Federal and non-Federal 
hydroelectric projects in that area, but agrees that this will not 
substantially change nor improve conditions without further capacity 
expansion in the region. 

Studies made by the Bonneville Power Administration (July 1954), 
in cooperation with non-Federal utilities, indicate that the Pacific 
Northwest region may face an increasingly serious power shortage 
unless new generating plants are constructed. Despite the large con- 
struction program underway, the west group utilities in the North- 
west power pool may be unable to meet all their firm loads under mini- 
mum water conditions by the year 1961-62, even with the use of rela- 
tively high-cost steam. It is estimated that the west group will have 
growing deficits in prime capabilities, increasing from 200.000 kilo- 
watts in 1961-62 to 800,000 kilowatts in 1963-64. This does not include 
provision for new electroprocess industries which could be attracted 
to the Pacific Northwest if low-cost power becomes available. Such 
potential loads are estimated by BPA to be in the neighborhood of 
* million kilowatts. 

Another major difficulty in the Northwest is the shortage of water- 
storage facilities, which causes a reduction in power generated from 
existing capacity at low-water seasons and, in turn, results in produc- 
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tion losses for the many defense industries which have located in the 
region. Since this area accounts for over 40 percent of the total alu- 
minum produced in this country, a power shortage could be most 
harmful to our national security. 

In order to avert serious production losses in the Northwest this past 
year it was necessary for the Secretary of the Interior and the Director 
of ODM to work out a special program during the water shortage 
lasting from September 1953 through March 1954. This 6 months’ 
threat of a power shortage was overcome by withdrawing 200,000 acre- 
feet of stored water from the Hungry Horse Reservoir, hundreds of 
miles away, in the hopes that the spring thaws and rains would replace 
the “borrowed” water in the reservoir and eliminate the need for power 
cutbacks in the spring of 1954. Fortunately, the spring flow was ade- 
quate; however, this “borrowing’ ’ procedure cannot be safely counted 
upon in future low-water years. 

The Southeast situation is important because of the phenomenal 
industrial growth that appears to be continuing throughout the area, 
including many essential defense industries. This growth has brought 
with it normal peacetime increases in demand that official statistics 
show will be barely met by presently planned generating capacity for 
the region. This is without regard for additional requirements that 
would need to be met in the event of mobilization. 

Your committee fully recognizes the extent to which both the indus- 
trial strength and the civilian economy of our Nation is vitally de- 
pendent upon an uninterrupted flow of electric power in time of peace 
as well as war. This simple fact would seem to dictate the need for 
a coordinated study on the part of all responsible agencies to make cer- 
tain that our Nation’s security is not jeopardized because of lack of 
adequate power reserve in any important region if an enemy should 
strike. The appalling destruction of thermonuclear weapons only adds 
to your committee’s concern. Unfortunately, there is no substitute for 
electric power. It is our recommendation, therefore, that the respon- 
sible agencies of the Government, in full cooperation with private 
industry, give this overall power problem their immediate 
consideration. 


Armep Services ProcureMENT ReGULATION—PATENTS AND 
CopyRIGHTs 


Your chairman and committee staff have continued throughout the 
past year its followup with the Department of Defense in an effort to 
obtain positive action on the revision of the Armed Services Procure- 

ment Regulation (ASPR), section CX, entitled “Patents and Copy- 
rights.” This regulation sets forth the military’s policy with respect 
to procurement rules affec ‘ting the Government’s rights to patents and 
copyrights. 

Since its adoption in 1947 this regulation has been the source of 
considerable controversy between practically all segments of industry 
and procurement officers, due to certain provisions which contractors 
claim caused undue hardship financially as well as competitively by 
a their market position. 

Jne of the most general objections has been the claim that undue 
pressure was frequently applied by overzealous procurement officers in 
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demanding free Government rights to proprietary or background 
patents beyond what was intended under the rules, particularly in the 
case of small businesses whose very existence frequently depend on 
participating in Government contracts. PRET 

Another charge has been that the Government was misusing its 
rights in turning over technical data secured from one manufacturer 
to other firms to be used for the remanufacture or reproduction of the 
part or unit without offering adequate compensation. It was their 
general contention that, even though technical material is not patent- 
able, it frequently includes closely guarded manufacturing processes, 
techniques, and precision tolerances and, therefore, it is not fair for 
such information to be made available to other firms except under 
specific agreement. 

It has been over a year since your chairman discussed this matter 
in detail with Mr. Roger Kyes, then Deputy Secretary of Defense, 
and at that time was assured that immediate steps would be taken to 
revise the existing regulations. 

However, your committee regrets to state that, regardless of periodic 
followup on the part of its staff, another year has now elapsed and 
industry has received little relief with respect to this problem. This 
delay in revising the regulation is difficult to understand because at 
the time of the conference with Mr. Kyes 15 issues with industry had 
been isolated by the Patent Subcommittee of the Armed Services Pro- 
curement Regulations Committee and were pending before Deputy 
Secretary of Defense Kyes for resolution. On investigation, however, 
it appears that one of the principal reasons for this delay is because 
the responsibility for doing the job has been shifted to 3 or 4 different 
people or groups over the months. Besides several conflicts of interest 
have developed between the military departments and the Department 
of Defense that have not been resolved. The military departments 
have expressed strong convictions against the Government relinquish- 
ing many of its rights as specified in the existing regulation, regardless 
of the hardship imposed on industry. 

With the appointment of Charles S. Thomas as Assistant Secretary 
of Defense for Supply and Logistics, the problem was turned over to 
him. Mr. Thomas referred it to H. Struve Hensel, General Counsel, 
as a matter for legal review and recommendation. Mr. Hensel decided 
that the problem warranted the opinion of an outside patent attorney, 
so he engaged Mr. Richard Whiting, of Washington, D. C., who dur- 
ing the war was with the Patent Section of the Navy as a consultant. 
Mr. Whiting proceeded to write a new draft which was not completed 
until February 19, 1954. ‘This was the fourth revised draft prepared 
since the Patent Policy Review Board completed the first one on 
August 12, 1952, none of which has ever progressed beyond the dis- 
cussion stage. 

It was not until Mr. Thomas P. Pike became Assistant Secretary 
of Defense for Supply and Logistics on May 3, 1954, that the task was 
undertaken on a coordinated basis within the Department of Defense. 
He immediately set up a special task group consisting of 1 representa- 
tive of each of the 3 military departments and a chairman from the 
Office of the Assistant Secretary of Defense for Supply and Logistics. 
This group considered the comments and objections received on Whit- 
ing’s draft and recommended to the Assistant Secretary of Defense 
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and the procurement secretaries such changes as they thought neces- 
sary to reach a solution to the issues. Although a few of 15 issues 
were resolved in favor of industry and some were compromised, the 
solutions recommended by the group for most of the issues are adverse 
to the industry position. This leaves industry in much the same 
situation as a year ago unless a more equitable compromise is reached. 

Indications are, however, that the new regulation is expected to 
simplify and clarify the language so the patent rights of both parties 
will be definitely stated and thereby confine the need for individual 
interpretation by the contracting officer. This should help to elimi- 
nate the general impression which prevailed previously that the root 
of much of the trouble rested not so much with the regulations as the 
way they were administered. 

Under the new proposed regulation contracting officers are not 
expected to insist upon background patents when negotiating research 
and development contracts. Since this has been one of the principal 
objections to business, the elimination of this procedure should ma- 
terially help to encourage industry toward much wider research in 
the interest of defense products. A further revision under considera- 
tion deals with the problem of limiting the Government’s use of the 
technical data obtained from contractors. This also has been one of 
the principal concerns of business. 

It is recognized that all segments of industry do not see eye to 
eye with respect to all the provisions that should go into a regula- 
tion. Furthermore, your committee agrees that any procurement 
regulation must incorporate features to reasonably protect the inter- 
ests of our Government and insure our national security in time of 
enemergency. The fact remains, however, that only insofar as our 
Government establishes equitable policies and procedures in its patent 
dealings with industry as a whole, can it hope to create increasing 
initiative among individuals and industries. Yet the making of new 
inventions and design applications, is vital at this time, when superi- 
ority in performance is one of the most formidable weapons our 
Nation can have. 

It is to this end that your committee urges the Department of De- 
fense to bend every effort in its consideration of the solution of this 
important Government-industry problem that is already long overdue. 


Comatrer Pusricatrons 


The complete list of your committee’s printed reports is as follows: 


Hoarding and Strategic Materials: Hearing before the Joint Committee on De- 
fense Production, December 20, 1950. 

Regulation W—Automotive: Hearing on the effect of regulation W on auto- 
motive sales and financing, December 6, 7, 8, and 11, 1950. 

Progress Report No. 1: Discussion of Defense Production Act, Eric Johnston 
and Michael DiSalle, February 9, 1951. 

Progress Report No. 2: To hear Charles B. Wilson, Director of Defense Mobiliza- 
tion, February 8, 1951. 

Progress Report No. 3: Wage Stabilization Board and Defense Production Ad- 
ministration, February 13, 1951. 

*Progress Report No. 4: To hear Michael V. DiSalle, Director, Office of Price 
Stabilization, March 2, 1951. 

Progress Report No. 5: Secretary Charles F. Brannan and Michael V. DiSalle on 
cotton controls, March 8, 1951. 


*Supply exhausted ; no longer available. 
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Progress Report No. 6: Manly Fleischmann, Administrator, NPA, on tax amorti- 
zation program, March 19, 1951. 

*Progress Report No. 7: Charles E. Wilson, Director, Office of Defense Mobili- 
zation on his April 1 report to the President ; opinion on Government contracts 
by Robert L’Heureux, April 4, 1951. 

Progress Report No. 8: William H. Harrison, Administrator, Defense Production 
Administration, tax amortization and certificates of necessity, April 12, 1951. 

*Progress Report No. 9: Witnesses on the meat production and supply situation, 
June 13, 15, 1951. 

Progress Report No. 10: Charles BE. Wilson, Director, Office of Defense Mobiliza- 
tion; Manly Fleischmann, Administrator, Defense Production Administration ; 
and Michael V. DiSalle, Director, Office of Price Stabilization, price regula- 
tions, allocations, and priorities, November 26 and 27, 1951. 

Progress Report No. 11 (S. Rept. No. 1061) : Steel, copper, and aluminum alloca- 
tions survey, January 15, 1952. 

Progress Report No. 12: Gordon Dean, Chairman, and others from the Atomic 
Energy Commission, discussion of Savannah River project, November 27, 1951. 

Progress Report No. 13 (S. Rept. No. 1107): Machine tools, January 23, 1952. 

Progress Report No. 14 (S. Rept. No. 1310): World supply, United States pro- 
duction, consumption, imports and exports of steel, copper, and aluminum, and 
domestic requirements and allocations, March 17, 1952. 

Progress Report No. 15 (S. Rept. No. 1062): Electric power study, January 15, 
1952. 

*Progress Report No. 16: Charles E. Wilson, Director, Office of Defense Mobiliza- 
tion, and Manly Fleischmann, Administrator, Defense Production Adminis- 
tration, on second quarter 1952 allocations, January 9, 1952. 

Progress Report No. 17: Charles Sawyer, Secretary of Commerce; Thomas H. 
MacDonald, Commissioner, Bureau of Public Roads; and Vice Adm. Edward 
Cochrane, Administrator, Maritime Commission, on second quarter 1952 allo- 
cations, January 15, 1952. 

Progress Report No. 18: Arthur S. Flemming, Assistant to the Director—Man- 
power, and Rodolfo A. Correa, General Counsel, Office of Defense Mobilization, 
on procurement in labor-surplus areas, February 6, 1952. 

Progress Report No. 19: Various witnesses on the Canadian aluminum proposals, 
May 26 and June 2, 1952. 

Progress Report No. 20 (S. Rept. No. 1987) : Aluminum program, June 30, 1952. 

Progress Report No. 21: Henry H. Fowler, Director, Office of Defense Mobiliza- 
tion, on current and future defense activities, October 1, 1952. 

Progress Report No. 22 (S. Rept. No. 2): A study of consumer commodity prices 
and margin spreads, October 22, 1952. 

Progress Report No. 23: Hearing on price control and OPS activities, November 
19, 1952. 

Progress Report No. 24 (H. Rept. No. 1): Aluminum expansion program and 
competition, January 2, 1953. 

Progress Report No. 25 (S. Rept. No. 154): Review of tax amortization pro- 
gram, April 20, 1953. 

Progress Report No. 26; Hearing of ODM, Munitions Board, and GSA on Defense 
Manpower Policy No. 4, May 4, 1953. 

Progress Report No. 27; Witnesses from Government agencies on proportion of 
Government contracts awarded to small business concerns, March 8, 1954. 

Progress Report No. 28: Witnesses in the matter of loans to the United States 
Tin Corp. under the Defense Production Act, July 7, 8, 9, 12, 13, 14, 20, 21, 23, 
26, 28, and 29, 1954. 

First Annual Report of the Activities of the Joint Committee on Defense 
Production, 1951. 

Second Annual Report of the Activities of the Joint Committee on Defense 
Production, 1952. 

Third Annual Report of the Activities of the Joint Committee on Defense 
Production, 1953. 





*Supply exhausted ; no longer available. 
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Actrvirtes or Agencies Havine Funcrrons UNpDer THE DEFENSE 
Propuctrion Acr 


ae be 


ears 


All Federal departments and agencies performing functions under 
the Defense Production Act, as amended, were requested to submit 
reports of their activities during the past year for inclusion in this 
report. These have been included in the appendix. 

Also included in the appendix are the Defense Production Act of 
1950, as amended, by the Saas 30, 1954, amendments, and Executive 


orders issued under the authority of the act. 
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APPENDIX 


OFFICE OF DEFENSE MOBILIZATION 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., September 21, 1954. 
Hon. Homer E. CaPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 

Dear SENATOR CApEHART: As requested in your letter of August 14, the fol- 
lowing is a brief summary report of the activities of the Office of Defense Mobili- 
zation during the past year under the Defense Production Act, for inclusion in 
the Fourth Annual! Report of the Joint Committee on Defense Production: 

With the close of hostilities in Korea, ODM and the executive agencies having 
delegated mobilization planning functions turned their attention to the long- 
range problems of rounding out the mobilization base and perfecting a balanced 
system of plans designed to meet any degree of emergency that may confront 
us in the future. 

In the production and materials areas, particularly, primary emphasis has been 
on identifying those gaps in our mobilization structure that could become serious 
bottlenecks in the event of new trouble, and finding the best and most economi- 
eal means of closing those gaps. 

The receipt from the Department of Defense of estimated requirements for 1,000 
major military end items under full mobilization conditions has given us, for 
the first time, a definite “fix” from which to determine the ability of the mobiliza- 
tion base to meet those requirements and still fulfill rockbottom civilian needs. 
The translation of the 1,000-item requirements into demands for materials, 
components, and productive capacity also serves to identify many of the gaps 
in the mobilization base and the relative importance of taking specific measures 
to close them. 

Closely related to these activities are the readiness measures in the fields of 
manpower, stabilization, telecommunications, and transportation, which must 
be integrated with production and materials programs if full mobilization re- 
quirements are to be met. 

It may be said that the Government now has an ample backlog of experience 
in meeting the problems of limited mobilization, such as that for the Korean war, 
and of heavy mobilization within a secure homeland, such as for World War II. 
Today, however, a new situation has been thrust upon us which must condition 
every phase of our mobilization planning—and even many of our peacetime 
activities. 

The President spoke of that situation when he told the American people, on 
October 8, 1953, that “Soviet Russia has the capability of attack on the United 
States, and that capability will increase with the passage of time.” 

In view of the President’s words, ODM and the other agencies having respon- 
sibilities, now are concentrating on the development of measures designed to 
lessen the vulnerability of our mobilization base, to protect it against attack, 
and assure our ability to produce the materiel and services necessary to national 
security in spite of the damage that might be sustained from an initial and 
followup enemy blow. 

Many of these measures can and are beng taken by private enterprise, under 
the guidance of the appropriate Federal agencies. The financial incentives of 
the Defense Production Act, the Stockpiling Act, section 124A of the Internal 
Revenue Code, and related legislation will assist in meeting the objectives. In 
some unusual cases, it may become necessary to seek additional legislation. 
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The development of an adequate, secure mobilization base depends upon an 
understanding and conviction on the part of all levels and branches of the Gov- 
ernment, and of the people as a whole, that these things are necessary and 
that they offer the best assurance of surviving in what President Bisenbower has 
called “an age of peril.” 

During the coming year, ODM will begin a series of “dry run” tests of the 
adequacy of our mobilization plans, to determine both our ability to organize 
the Government and the economy to meet the needs of a war of survival and our 
ability to continue essential production under fire. We will keep the Joint 
Committee informed of the results and lessons learned from these tests and will 
present such recommendations as appear necessary for consideration of the 
committee and Congress. 

I trust the enclosed summaries of activities of the various Office of Defense 
Mobilization areas will prove satisfactory for the preparation of your report 
to the Senate and the House of Representatives. 

Sincerely yours, 
ARTHUR 8S. FLEMMING, Director. 


PRODUCTION AREA 
MOBILIZATION READINESS PROGRAM 


I, AUTHORITY 


1. Under ODM leadership, defense agencies are engaged in a continuing pro- 
gram to measure the Nation’s maximum potential production under full mobili- 
zation conditions. The overall objective is to develop a mobilization plan which 
lies within our resources and provides the maximum power that these resources 
can support. 

2. This program is carried on under the authority of section 108 of the National 
Security Act of 1947. 


Il. SUMMARY OF ACTIVITIES 


1. The specific objectives of the mobilization readiness program are: To de- 
termine the total output potential of the economy under conditions of full mo- 
bilization ; to determine the maximum share of the total output potential which 
can be allocated to defense purposes while meeting essential civilian and 
defense supporting needs; to develop within the framework of the overall output 
allocations, consistent and balanced full mobilization levels for specific military, 
defense-supporting, and essential civilian programs and the corresponding re- 
quirements for critical materials, facilities, and manpower; to discover the 
deficiencies, if any, in specific resource availabilities which might prevent the 
attainment of full mobilization; to estimate requirements for stockpile mute- 
rials; and to provide a quantitative basis for the planning of controls in the 
production, materials, manpower, and stabilization areas, 

2. A listing of the cooperating agencies follows: 

Department of Agriculture 

Atomic Energy Commission 
Department of Commerce 

Defense Transport Administration 
Department of Defense 

Federal Civil Defense Administration 
General Services Administration 
Department of Health, Education, and Welfare 
Housing and Home Finance Agency 
Department of the Interior 

Veterans’ Administration 
Department of State 

Foreign Operations Administration 
Department of Labor 

Small Business Administration 


III, PROGRAM EFFECTIVENESS 


In the furtherance of the above-mentioned objectives, the Office of Defense 
Mobilization, the Department of Defense, the Department of Commerce, and 15 
other Government agencies, have estimated the overall potential of the economy 
and its optimum wartime allocation under the assumption of full mobilization, 
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and no bomb damage. Within the framework of this output potential and its 
allocation, they have developed program levels for 1,000 military hard goods 
items and for about 550 other hard goods product groups and construction cate- 
gories. They have then translated these program levels into the related require- 
ments for steel, copper, and aluminum for the purpose of testing the feasibility 
of these programs. 

Currently, work is underway on the following tasks: Translating program 
levels into requirements for stockpile materials; developing a program for deal- 
ing with those critical components which are subject to long lead time, capacity 
limitations or other resource bottlenecks; developing requirements and supply 
capabilities for 42 shapes and forms in copper, steel, and aluminum ; developing 
the manpower requirements necessary to carry out the programs; and develop- 
ing methods of utilizing the program levels for civilian-type products as a basis 
for determining the scope and degree of production controls in the event of an 
emergency. 

Close coordination between ODM, JCS, and DOD has been established to insure 
the integration of military plans with the other economic planning being carried 
on in the Government. While it is now too early to evaluate the eventual 
accomplishments, such cooperation and integration will certainly produce a 
better program. 

This program, which is still incomplete, has provided information which has 
been very useful to ODM and to the delegate agencies in their mobilization work. 

In current operations, for example, the data have been used in the computation 
of requirements for stockpile materials; have furnished a basis for planning 
work in the field of production controls and in the stabilization area; and 
provided a framework within which the studies of critical components have been 
carried out. 

One important result which will benefit future work in this field should be 
noted. For the first time in mobilization planning work, all agencies with 
defense responsibilities have engaged in a cooperative project to develop a bal- 
anced and integrated mobilization program for the entire economy. ‘Thus, the 
procedures and techniques for preparing full mobilization requirements, while 
still not perfect, have been considerably improved. Each successive stage of the 
mobilization work will reflect changes and improvements which were indicated 
by previous work. 

It is appropriate at this point to comment briefly on the full mobilization re- 
quirements prepared by the Department of Defense. This was a major step 
forward in the field, marking as it did, the first time detailed military require- 
ments data were calculated within a total economy framework. Data on pro- 
gram levels and critical materials requirements were prepared for 1,000 military 
hard goods items, representing about 75 percent of dollar hard goods procurement 
which would be involved in military mobilization requirements. 

Several problems arcse in connection with the work, particularly with respect 
to timing and adequacy of the submissions. Information on dollar program 
levels became available to ODM in November of 1953, while materials data were 
first available in March of this year, and it will probably be in the latter part of 
1954 that final information is received. As work on the military programs 
progressed, major revisions were made, particularly in the aircraft program. 
This necessitated some rather extensive revisions in the overall balance sheets. 
While it is expected that requirements will reflect changes in technology and 
strategy it is hoped that in future work, account can be taken of these factors at 
an early stage. 

IV. CURRENT NEEDS 


Currently, the most important problem facing the ODM in developing a full 
mobilization program is needed improvement in methods and techniques for 
preparing requirements data. This can only come about through the experience 
of continuing participation and cooperation of the delegate agencies. This coop- 
eration has been excellent in our work to date and no difficulties are anticipated. 


V. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


The’ full mobilization studies are an integral part of the Government’s mobili- 
zation readiness program and must be continued and improved. 

Work is now underway on a full mobilization study which will include several 
new features. In the first place, the effect of possible bomb damage (never 
before measured in detail) on the economy will be an integral part of the study. 
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Secondly, the selection of the period for study will provide for sufficient time 
to overcome any deficiencies revealed by the study. Finally, changes in tech- 
niques suggested by previous work will be incorporated in the new program. 


VI. CHANGES IN ORGANIZATION 


No organizational changes affecting this program have taken place since the 
previous committee report. 


MAINTENANCE OF THE MOBILIZATION BASE 


I. THE PROGRAM 


The Office of Defense Mobilization issued DMO—-VII-7, maintenance of the 
mobilization base, on August 25, 1954. The specific objective of this order is 
to maintain in a manner which will permit their prompt use or conversion 
in time of emergency those facilities, machine tools, production equipment, 
and skilled workers required to meet minimum mobilization needs for the 
Department of Defense, the Atomic Energy Commission, and the Maritime Ad- 
ministration. 

The order requests the Department of Defense to select those facilities which 
produce or are capable of producing military items or components which meet 
one or more of the following criteria: 


1. Items requiring a long lead time or long manufacturing cycle ; 

2. Items currently not in production or which are required in quantities 
far in excess of peacetime production ; 

3. Items requiring the conversion of an industry or a number of plants 
within an industry ; 

4. Items requiring materials of manufacturing processes essentially dif 
ferent from those in current use; 

5. Items for which industry does not have production experience. 


The Department of Defense has been asked to do its initial maintenance for 
plants which produce the approximately 1,000 items which cover 75 percent of 
the dollar procurement of the Department, and which serve as the basis of our 
mobilization planning. 

The Atomic Energy Commission and the Maritime Commission will advise 
ODM at an early date the facilities which will make up their mobilization base. 

The order requires the respective agencies to place, whenever possible, their 
current procurement with those facilities selected for their mobilization base 
All procurement will be subject to any rules and regulations set forth by the 
Congress or the agencies. 

Upon expiration of current procurement, the agencies will take the following 
steps to maintain their mobilization base: 

(a) Government-owned facilities and tools—Within the limitations that may 
be imposed by congressional appropriations, the sponsoring department or agency 
shall place Government-owned facilities and tools in standby status and estab- 
lish provisions for their adequate maintenance. 

(b) Privately owned facilities and Government-owned tools.—(1) Arrange 
with management of privately owned facilities, wherever possible, to place Gov 
ernment-owned tools and production equipment in the status provided by DMO- 
VIIH4, taking into account the desirability of safe location. 

(2) Arrange with management, wherever possible, to keep a group of key 
managers, engineers, and skilled workers familiar with the items planned for 
mobilization production. 

(3) Determine the gaps which exist in Government-owned packages of tools 
and production equipment needed to produce mobilization requirements in pri 
vately owned plants. Within the limit of funds availability, plan the procure- 
ment of such tools and equipment with priority being given to long leadtime 
tools and equipment or those not used in general manufacturing. These tools 
and equipment, when procured, should be placed in the status provided by DMO 
VII, taking into account the desirability of safe locations. 

(4) Determine which Government-owned tools and. equipment have become 
obsolete, or which would not be used in event of mobilization, and plan for their 
disposal. 

In order to provide the -necessary coordination and review of this program, 
there has been established within ODM, a Defense Facilities Maintenance Board. 
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The membership of this Board, which is chaired by ODM, is composed of the 
Deputy Assistant Secretary of Defense for Supply and Logistics, the three 
Assistant Secretaries of the Army, Navy and Air Force responsible for procure- 
ment, and representatives of the Atomic Energy Commission and the Department 
of Commerce. 

The functions of the Board are— 

1. Recommend to the Director of ODM policy necessary to carry out the 
mobilization base maintenance program. 

2. Establish the interagency procedure necessary to assure and measure prog- 
ress in implementing established policy, and advise the Director of ODM on 
the status of the program. 

3. Make recommendations to the Director of ODM as to additional methods and 
procedures beyond the authorities of the procuring agencies for assuring the 
maintenance of both Government-owned and privately owned facilities essential 
to the mobilization base. 

4. Obtain from the agencies named in this order an annual report on the main- 
tenance programs of their agencies. 


II. PROGRAM EFFECTIVENESS 


It is too early to comment on the effectiveness of the maintenance program. 
Considerable maintenance work has been carried on by, the Department of 
Defense and the Maritime Administration. 

The response of industry to the public announcement of the order has been 
extremely heavy and widespread. The responses indicate the strong and con- 
tinuing interest of industry in mobilization planning. They also indicate that 
the maintenance problem is one of sizable magnitude and difficulty, and will need 
strong direction if the program is to be a successful one. 

There are now in the procurement funds of the Department of Defense moneys 
to take care of part of the maintenance problem of that agency. We do not pres- 
ently know the status of funds in the AEC and Maritime Administration. 


Til. CURRENT NEEDS 


It is indicated that certain changes in the procurement regulations of the 
Department of Defense may be necessary if current procurement is to be used 
as a means for maintenance of the base. 

There is presently little money within the appropriations of the three agencies 
concerned with this order which will provide for the research or experimental 
orders necessary to maintain engineering and worker skills. This problem will 
receive continuing consideration by the Maintenance Board. 

The present maintenance order covers only plants which produce end items or 
components. There is a real need for an order which covers plants which con- 
tribute to this end-item production in the lower tiers of subcontracting. Work on 
such an order is underway. 

EXPANSION GOALS 


Under the Defense Production Act of 1950 and section 124A of the Internal 
Revenue Code of 1950, Government assistance in the form of accelerated tax 
amortization, loans, purchase contracts and guaranty of loans can be granted 
to essential defense and defense-supporting industry requiring assistance to 
strengthen the security of this Nation. 

On August 14, 1951, the Office of Defense Mobilization issued directive DMO- 
11. This directive modified the standards for issuance of tax-amortization eer- 
tificates and required that “* * * certificates shall be granted only for facilities 
that are included within expansion goals determined by the Defense Production 
Administration to be necessary to meet established requirements.” 

An expansion goal measures the deficit between anticipated requirements and 
the capacity of industry to meet those requirements. Estimates of capacity 
involve consideration of more intensive utilization of existing plans and facilities, 
shifts in foreign trade, and the feasibility of converting existing facilities to meet 
requirements. Such information is analyzed and appraised and deficencies are 
identified and measured with special reference to current production bottle- 
necks or those which would emerge in event of full mobilization. If these de- 
ficiencies cannot be overcome by private industry without Government incentives, 
an expansion needed is expressed in an expansion goal. 

If it is determined that proposed expansion is not essential to the achieve- 
ment of mobilization objectives, because the requirements for the product are 


ONTVERSITY OF MICHIGAN LTB. 






































46 


not closely related to the mobilization needs, or because existing capacity or ex- 
pected normal expansion will be sufficient to meet necessary needs, no goal is 
established. The decision not to establish a goal for an industry constitutes a 
declaration that such expansion is not eligible for Government incentives. 

Expansion goals have been an effective device for directing and coordinating 
the certification activities of the different delegate agencies and for maintaining 
a balance in the expansion progr#m. 

Approximately 400 different segments of industry have been subject to goal 
analyses. 224 goals have been established during this program, the objective has 
been reached on 128 goals and these goals have been reviewed and closed. Goals 
are periodically reviewed and revised as new information or changed circum- 
stances indicate. 

It is believed that fewer new goals will be needed in the future than in the 
past, since we have reached the area of selective expansion in materials peculiarly 
important to defense. 
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FINANCIAL INCENTIVES PROGRAM 


I, AUTHORITY 


The purpose of the financial incentives program is to encourage the expansion 
and maintenance of production capacity and supply for defense. It consists of 
discharging and carrying on each of the following responsibilities and activities: 

(a) Certifying authority for tax amortization which is provided for in section 
168 (formerly 124A) of the Internal Revenue Code; 

(b) Certifying authority for defense loans and guaranties provided for in 
section 302 of the Defense Production Act of 1950, as amended ; 

(c) Certifying authority for contractual commitment and guaranty program 
provided for in section 303 of the Defense Production Act ; 

(d) Alloeation authority for use of the funds provided for in section 304 of 
the Defense Production Act; 

(e) Policy advice and coordination with respect to the use of funds provided 
for the strategic and critical materials stockpile by Public Law 520 of the 79th 
Congress ; 

(f) Statistical and financial reporting on the status of the tax amortization 
program, the defense loan and guaranty program, the contractual commitment 
and guaranty programs, and the strategic and critical materials stockpile pro- 
gram. 

Il. SUMMARY OF ACTIVITIES 


The tax amortization program provides for the encouragement of defense 
facility expansion with private rather than with public funds by permitting 
accelerated depreciation deductions for income-tax purposes, over a period of 
60 months, for that portion of the cost of facilities certified as necessary in the 
interest of national defense. Amortization under this program is not an addi- 
tion to the normal depreciation, to which every businessman is entitled in order 
to recover the cost of his capital investment tax free. It simply permits an 
acceleration of the normal depreciation deduction provided for in section 167, 
formerly section 23 (1), of the Internal Revenue Code, shortening the time 
period within which the depreciation deduction may be taken. Thus, if a 
businessman is normally entitled to deduct the cost of a particular item of 
capital equipment over a 15-year period, a tax amortization certification will 
permit him to deduct over a 5-year period that portion of its cost which has been 
certified. Tax amortization does not give him a greater deduction but only a 
more rapid recovery of capital investment. If the taxpayer later feels that he 
would prefer to extend his depreciation rather than shorten it, he may elect 
to discontinue accelerated amortization. In order for tax amortization certifi- 
cation to be of any value, however, the taxpayer must make the capital invest- 
ment and produce income sufficient to utilize the deduction. 

Defense loans to private business enterprises and loan guaranties may be 
made for the expansion of capacity, the develonment of technological processes, 
the production of essential materials, including the encouragement of exploration 
and development, or for the mining of strategic and critical metals and minerals. 
Certificates of essentiality are issued by ODM to either the Treasury Department 
for domestic loans, or the Export-Import Bank for foreign loans. These lending 
agencies determine whether the financial factors are favorable and are empow- 
ered by Executive order to make such loans. ODM does not issue certificates 
of essentiality if it determines that defense needs can be met by tax assistance 
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and/or with private financing. Section 302 loans may be made only when 
financial assistance is not otherwise available on reasonable terms. 

Contractual commitment and guaranty programs include provision for cer- 
tain contractual arrangements, such as (a) the purchase of or commitment to 
purchase metals, minerals, and other materials for Government use or resale, 
(b) the encouragement of, exploration, development, and mining of strategic and 
critical minerals and metals, and (c) the installation of production equipment 
in industrial plants. 

Ill. PROGRAM EFFECTIVENESS 


Tax amortization, as an incentive for the expansion of defense facilities with 
private ratherthan public funds, has stimulated a substantial amount of 
expansion. During the current mobilization program only a minor part of the 
expansion of production capacity has required direct Government expenditure 
as compared with the World War II period when more than 70 percent of the 
defense expansions required direct Government financing. 

More than 19,000 tax amortization certificates have been issued repre- 
senting more than $30 million aggregate accelerated amortization applied for 
with an average certification of 60 percent granted. The most recent progress 
reports filed by certificate holders show that, as of March 31, 1954, 44 percent 
of the projects certified had been completed, 48 percent were underway, and that 
only 8 percent had not yet been started. The reports also revealed that approxi- 
mately 74 percent of the value of all certified projects was in place. 

The effectiveness of the program may be measured to a degree by the extent 
to which production capacity and supply have increased during the current 
mobilization period. On a dollar basis, total national private plant and equip- 
ment expenditures have been stepped up from a preemergency rate of approxi- 
mately $19 billion annually to approximately $26 billion annually for 1951 and 
1952 and to approximately $28 billion for 1953. It is expected that 1954 expendi- 
tures will be somewhat under 1953. 

Large increases in capacity are underway in such varied vital industries as 
steel and electric power. The steel ingot expansion goal of more than 123 
million tons’ capacity per year has already been accomplished by actual capacity 
in operation, and the electric power facilities certified are for the most part 
expected to be energized before the end of 1955. Substantial increases in capac- 
ity are also underway in railroad transportation, chemicals, aircraft, ordnance, 
and many other military and defense facilities. 

More than 42 percent of total certificates issued have gone to small business. 
Section 302 loans have also been granted principally to small business which 
has also participated substantially in the section 303 contractual arrangement 
programs, particularly the program administered by the Defense Minerals 
Exploration Administration. 

The contractual arrangement programs thus far have aimed primarily at 
providing adequate production equipment and supplies of many strategic and 
critical materials such as copper, nickel, manganese, and aluminum for defense 
production and for the national stockpile. The financing incentive program has 
employed all three incentives separately or in combination so as to obtain the 
necessary expansion at the lowest cost to the Treasury. These expansions have 
been accomplished largely with tax amortization without direct Government 
financing. 


IV. CURRENT NEEDS 


Financial incentives continue to be necessary to overcome deficits which still 
exist in the Nation’s ability to build and maintain its mobilization base. There 
are still unfilled expansion goals within which necessity certificates may be 
issued. Recently announced mobilization base maintenance and protection pro- 
gram, which are discussed elsewhere in this report, require the utilization of 
the financial incentives. As additional problems present themselves and as 
it is demonstrated that certain types of facilities are not obtainable by tax 
amortization assistance alone, greater resort may be made to the other forms of 
financial assistance provided for in the Defense Production Act. In connection 
with the program of identifying and removing components deficiencies, con- 
sideration is being given to the use of the borrowing authority to overcome 
deficiencies by the acouisition by the Government of a supply of vital components 
and semiprocessed materials. 

Similar studies are being made in the shipbuilding industry and other 
branches of the transportation industry in order to determine deficits which 
may require the: use of additional incentives. 
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Vv. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


The objectives and major problems of the programs continue to be assurance 
of adequate production capacity and supply for national defense. Serious 
problems are also presented by reason of the vulnerable location of existing 
critical capacity. Along these lines, recent programs have been established for 
the continuity of industry including the safe storage of vital records and to 
insure the continuity of management. 

In the transportation field, the percentage of tax amortization certification 
has recently been raised from 70 percent to 85 percent for freight cars in an 
attempt to stimulate more tax amortization applications. Major problems are 
also presented which will require the continuation of the financial incentives 
programs in the event of enemy attack. Readiness plans for this purpose have 
been prepared so that the programs may go forward with a minimum of ad- 
ministrative difficulty. As the international scene changes and various assump- 
tions are made for future action, further problems will undoubtedly arise. 


VI. CHANGES IN ORGANIZATION 


As ODM gains experience under Reorganization Plan No. 3, additional changes 
in organization are adopted. <A recent reorganization abolished the position 
of Assistant Director for Financial Policy and incorporated his functions with 
those of the Assistant Director for Production. In addition, the continuity of 
industry activities of the Assistant Director for Nonmilitary Defense have been 
brought under the responsibility of the Assistant Director for Production. These 
steps combine all industrial expansion activities including financial incentives 
under a single Assistant Director, thus streamlining the process of identifying 
deficiencies in productive capacity and utilizing financial incentives to overcome 
them. 

PRODUCTION EQUIPMENT PROGRAM 


I, AUTHORITY 


1. The production equipment program is concerned with provision for and 
maintenance of an adequate production equipment mobilization base, including 
the entire realm of machine tools. 

2. The program is being carried out under the authority of the Defense Pro- 
duction Act of 1950, as amended on June 30, 1954. Executive Order 10480 of 
Aucust 14, 1953, and each of the following defense mobilization orders: 

Defense Mobilization Order I-7 of August 14, 1953, delegating authority to 
certain offices and agencies pursuant to the Defense Production Act and Execu- 
tive Order 10480. 

Defense Mobilization Orders VII-1A and VII-1B of August 38, 1953, providing 
for the management of Department of Defense owned production equipment 
by the Department of Defense and providing for the establishment of a civil 
agencies central inventory of production equipment within the Commerce De- 
partment. 

Defense Mobilization Order VII-—4, of October 9, 1953, outlining ODM policy 
guidance on Government-owned production equipment. 

Defense Mobilization Order VII-7, August 25, 1954, providing for the mainte- 
nance of the mobilization base and establishing a Defense Facilities Maintenance 
Roard. 

II. SUMMARY OF ACTIVITIES 


Among the principal activities in which the ODM has been engaged in carrying 
on the production equipment program are the pool-order program, the industrial 
leasing program, the elephant machine tool facilities expansion program, the 
machine-tool-expansion program, the program for the development and adequate 
control of central inventories of Government-owned production equipment, the 
program for establishing appropriate control of the leasing of Government-owned 
equipment for nondefense production purposes, and the program for the develop- 
ment of full mobilization requirements for controlled materials for the produc- 
tion equipment producing industries. Related activities included discussions 
with Canadian officials directed toward adequate provision for a Canadian 
machine-tool-mobilization base, evaluation of numerous requests for exemptions 
to expansion goals, consideration of requests for pool order contract time exten- 
sions and reviewing requests for adjustments in ODM Borrowing Authority Re- 
view Board certificates. 
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The principal other Federal agencies worked with in these endeavors are 
the Department of Defense, the General Services Administration, the Business 
and Defense Services Administration and the Maritime Administration of the 
Commerce Department, the Atomic Energy Commission, the Department of 
Health, Education, and Welfare, and the Small Business Administration. 


Ill, PROGRAM EFFECTIVENESS 


Since early 1951 the Office of Defense Mobilization has sponsored a program 
designed to provide adequate machine tools, and related production equipment 
and facilities to meet the needs of the Nation in the event of a full-scale mobiliza- 
tion emergency. In general the machine-tool program is, at this time, rapidly 
drawing to a close. On the whole, with 1 or 2 important exceptions, it appears 
to have rather successfully attained the objectives sought. The principal parts 
of the production equipment program ar discussed below. 

Pool-order program 

The purpose of this part of the overall program was to keep the machine-tool 
producers busy building tools needed for mobilization, during a period in which 
they might otherwise not have maintained economic production schedules because 
of the unavoidable lag between the placing of prime defense contracts and the 
ordering of tools essential to the completion of both prime and subcontracts. 
Under the authority contained in section 303 (e) of the Defense Production Act 
of 1950, as amended, pool-order agreements were entered into by the General 
Services Administration at the direction of the Office of Defense Mobilization 
with a large number of machine-tool producers. Under these agreements the 
tool builders produced certain specified tools in designated quantities and the 
General Services Administration guaranteed their sale when completed. In 
the event such tools remained unsold, the Government was committed to buying 
them at a price which excludes the manufacturer’s profit and selling expenses. 

At the peak of this program in December 1952, 115 such contracts had been 
entered into embracing 94,225 tools, having an aggregate acquisition value of 
$1,425,000,000. As of June 30, 1954, the Government's liability under this com- 
mitment amounted to approximately S89 million, covering 695 units. Over 87,000 
units have been sold to defense contractors and some 6,400 are accounted for by 
contract reductions and cancellations. The net result of this program has con- 
sequently been the production and sale of nearly 88,000 tools, essential to an ade- 
quate mobilization base, at a cost to the Government of less than 1 percent of 
their value. The kinds of tools provided by this program are shown in the 
table below : 


Percentage distribution of units purchased by the broad metalworking equipment 
categories 


| 
Percent 
| of total! 


scc sine Percent scc . ; 
No Equipment categories | of total ! No. Equipment categories 


3411 | Boring machines i 3416 | Lathes 

3412 | Broaching machines 3417 | Milling machines 

3413 | Drilling machines. - 3418 | Planers-. 

3414 | Gear cutting and finishing 3419 Miscellaneous machine tools_. 

machines : 

3415 | Grinding machines. -- 21 Total_. 

1 Adapted from NPA Status Rept. No. 17 

2 Less than 0.5 percent. 


Industrial leasing program 


Under this part of the machine tool program, machine tools and equipment are 
purchased and installed by the Government under leasing agreements with pri- 
vate defense contractors. Such agreements were entered into with producers 
of cutting tools, industrial gages, and machine tools, in order to provide these 
industries with added facilities for expanding production. The leased tools 
remain the property of the Government under the leasing agreements except 
in those instances in which purchase options included in the contracts were 
exercised by the lessees. 

As of June 30, 1954, contracts amounting to approximately $38,800,000 pro- 
viding for the delivery of approximately 3,200 units of equipment, had been 
entered into under this program. Deliveries under these agreements have 
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totaled over 2,200 units valued at over $31 million, leaving a balance of approxi- 
mately 900 units valued at about $7,500,000 yet to be acquired. 

The Genera! Services Administration negotiated 120 leasing contracts in order 
to carry this out. 

Out of the 2,200 tools so far completed and delivered under this program, only 
85 are currently in storage. The remainder are in contractors’ plants and con- 
tinne to yield the Government a monthly rental. It has been estimated by the 
General Services Administration that the total rental income earned on this 
equipment by the close of fiscal year 1955 will amount to approximately $8.6 
million on a program for which the probable ultimate net cost to the Govern- 
ment is expected to amount to $27.1 million. The kinds of tools provided by 
this program are indicated in the following table: 


New Government-owned tools and equipment acquired for leasing to industrial 
establishments to expand their capacity to produce—percentage distribution 
of units — by the on metalworking equipment ci! 88 8 





| 

aco ¥ Percent of | Percent of 

‘No. Equipment categories set pee | —— 

| ment! | tools! 
3411 | Boring machines__. : ea eae : 4.5 11.3 
3412 | Broaching machines. -_-._............- a 5 
3413 | Drilling machines... ; 4.6 | 11.5 
3414 | Gear cutting and finishing machines ‘ 1.6 4.0 
3415 | Grinding machines - oe <tenees 11.6 29.0 
3416 | Lathes.. telat ne Bee 6.8 17.0 
3417 | Milling ‘machines ___- La Pris! oe 7.1 17.7 
3418 | Planers... Cor ERA Pee 1.4 | 3.5 
3419 | Miscellaneous machine tools Wiesntew 2.2 5.5 

-.------| Other miscellaneous equipment... -__..._.- ae 2 60.0 () 

..------| Total machine tools.... 100.0 
.....-.-| Total tools and equipment... ..._. : 100. 0 = 


1 Estimate based on GSA review of contracts. 
2 Represents only approximately 10 percent of dollar value. 


Elephant machine tool facilities ecpansion program 

In order to provide increased capacity for the production of unusually large 
multipurpose precision machine tools needed for the accomplishment of known 
and anticipated defense production needs, the General Services Administration 
was directed to undertake a program to expand capacity to produce elephant 
tools. This program involves accelerated tax amortization, loan guaranties, 
installation of Government equipment under lease contracts, pool order agree- 
ments, and working capital advances to manufacturers. As of June 30, 1954, 
8 contracts had been entered into under this program providing for the 
installation of 308 units of equipment valued at $5 million. Under these con- 
tracts, 187 units valued at $3,802,475.35 have been acquired for leasing to ele- 
phant tool producers, leaving a balance of 121 units valued at $1,197,524.65 yet 
to be acquired. Details of this program are summarized below: 


Summary ieneimaeyniiomsi nian machine tool wb theta Janes 80, 1954 














a 
: | of maxi- 
tem mum 
num- Item description {3 a Dollar value | Gov- 
ber boos ern- 
| ment 
| jliability 
! | 
I | Total orders placed (for Government acquisition of elephant | | 
tools for leasing to industrial establishments under 3 leasing | 
contracts 2 regotiated by GSA) (this represents maximum | | Percent 
Government liability)... ._- akicac cael 308 ‘$5, 000,000.00 100.0 
II | Tools acquired by the Government under this program. pb bist pik | 187 | 3, 802, 475. 35 76.0 
III | Tools yet to be acquired_.................-.....- 4 TAS 121 | 1,197, 524. 65 24.0 
IV Tools acquired which have been placed in storage. Sadibeseibe eves | None | None None 
V | Tools acquired remaining with lessees_...__....._. vannnenensee-| 187 3, 802, 475. 35 | 76.0 
! 





1 An elephant tool is defined as an unusually large multipurpose precision machine tool. 

2 These three contracts are with the G. A. Gray Oo. for 12 units valued at $650,000; Onsrud Machiue 
eiekeo Inc., for 84 units valued at $1,600,000; Giddings & Lewis Machine Tool Co. for 212 units valued at 
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Machine tool accelerated tar-amortization program 


The ODM and its predecessor agencies have engaged in a program designed to 
stimulate expansion of production capacity in the machine-tool building industry 
through the issuance of necessity certificates authorizing accelerated tax amorti- 
zation. A total of seven expansion goals were established for the machine tool 
and closely allied industries. These goals attempted to stimulate given amounts 
of expansion in industrial capacity to produce abrasive products, dies, jigs and 
fixtures, elephant tools, machine tools, metal-cutting tcols, presses and forging 
equipment, and miscellaneous metalworking equipment. 

In January 1954, after a careful review of the programs of expansion accom- 
plished under these goals in relation to known and anticipated mobilization 
requirements, these goals were closed because it appeared that they had accom- 
plished their objectives. In total, tax amortization certificates had been issued 
covering additional investments in production capacity to produce machine tools 
aggregating well in excess of $300 million. 


Reduction in borrowing authority review board authorizations 


During the past year there has been in existence a certificate issued by the ODM 
to the Administrator of the General Services Administration under the provisions 
of section 304 of the Defense Production Act, as amended, which served as an 
authorization for the GSA to borrow from the Treasury of the United States an 
amount not to exceed $63,600,000 for the purpose of meeting the financial require- 
ments of the machine tool pool-order program and the machine tool, cutting tool, 
and industrial gage facilities expansion program. In view of the progress, noted 
above, which has been made toward the accomplishment of both of these pro- 
grams, it is now possible to reduce this borrowing authority to a revised maxi- 
mum amount of $41,430,000. This, in effect, represents a saving in the overall 
cost of carrying on the mobilization program of $22,170,000. 


Leasing of Government-owned equipment for nondefense purposes 


On October 9, 1953, the ODM issued Defense Mobilization Order VII-4, men- 
tioned above, which was designed to prevent the dissipation of that part of the 
Nation’s machine tool mobilization base which is Government owned. Under the 
provisions of this order, Government-owned production equipment may be leased 
for nondefense production only after specific proposals for such leasing have 
received the prior approval of ODM. Following the issuance of this order, ODM 
established a procedure for the submission and consideration of such leasing 
proposals. This procedure established the detailed information which each such 
proposal should contain and the interagency clearances to be effected prior to 
approval or denial. The objective in this effort has been to permit only such leas- 
ing of Government-owned production equipment as, with respect to which, it 
could be clearly established that the proposed leasing was, in fact, in the best 
interest of national defense and would serve to add to, rather than take away 
from, the Nation’s industrial mobilization readiness. 

Under this control program a total of 11 such proposals have so far been sub- 
mitted to the ODM. Two of these originated in the General Services Admiristra- 
tion and the remaining nine in the Department of Defense. Through August 31, 
1954, 8 of these proposals were approved, 1 proposal was withdrawn from consid- 
eration after submission, and the remaining 2, which appear to merit favorable 
action, are, as of August 31, 1954, undergoing interagency clearances. This means 
that there has, in fact, been no wholesale leasing of Government-owned mobiliza- 
tion production equipment for private profit. 


Central inventories of Government-owned production equipment 


During the past year the ODM has sponsored and cooperated with the Depart- 
ment of Defense in its efforts to establish a complete central inventory of all 
machine tools and related production equipment owned by the Defense Estab- 
lishment. The Department of Defense owns an estimated 400,000 to 500,000 items 
of equipment. These are scattered throughout numerous departmental depots 
and establishments and among thousands of private industrial plants. Despite 
the obvious difficulties in developing a central inventory under these circum- 
stances, substantial progress has been made, and records of approximately 218,000 
items are now on hand in the Pentagon. 

On August 3, 1953, Defense Mobilization Orders VII-1A and VII-1B were issued. 
These serve to establish central inventories of idle production equipment owned 
by the Military Establishment and by the civilian agencies of Government. These 
orders also prohibit the sale of such idle equipment without prior approval of the 
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ODM. These measures have been useful in making for more efficient use of 
equipment already at hand and preventing unwarranted dissipation of reserves 
which might be needed in the event of a mobilization emergency. 


IV. CURRENT NEEDS 


The foregoing accomplishments during the past year have, of course, been 
attended with difficulties. A majority of these have been of an administrative 
character, and the Office of Defense Mobilization is consequently engaged at this 
time in developing a revised, consolidated, and clarified defense mobilization 
order which it is expected will serve to resolve these problems. 

DMO-VII-4 requires equipment-owning agencies to make periodic reports on 
operations to the Director of the ODM. The first such reports were submitted 
under date of June 30, 1954. A number of these initial reports were inadequate 
as to coverage and factual content and some revealed circumstances needing 
corrective action. Steps are being taken to overcome these difficulties. 

The full mobilization requirements reports for controlled materials, in the 
production equipment area, which were received during the past year, need 
further refinement in future requirements cycles. In the entire realm of produc- 
tion equipment the problem of estimating mobilization requirements is com- 
pounded by the fact that a derived or secondary demand is being dealt with. 
Production equipment items are, for the most part, capital goods, whose sole 
use is to contribute to the manufacture of other products, components and 
capital goods. As such, future demands for production equipment cannot be 
foretold with accuracy until the demands for the products to be made with 
them have been determined with reasonable accuracy and in considerable detail 
and these demands have been aggregated and analyzed. This, of course, is not 
possible in the early cycles of the development of full-blown mobilization re- 
quirements since the estimated requirements for products, for which the pro- 
duction equipment will be needed have not yet crystallized. Consequently, pro- 
duction equipment requirements have had to be premised on overall growth in 
durable goods production as projected ahead to reflect full mobilization condi- 
tions. At a later stage in the development of full mobilization requirements, 
the requirements for most items of production equipment should be reviewed 
in the light of specific demands for the end products for which the equipment 
will be needed. 

Vv. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


Objectives and major problems of the next 2 or 3 years are expected to be a 
continuation and refinement of what has gone on before. In addition, it might 
now be desirable for the Government to acquire a reserve of elephant tools of 
a general purpose character. Such a program would be in the line with the 
recommendations of the Vance Report,’ the keynote of which was the attainment 
of flexibility and economy in the defense effort through the avoidance of obso- 
lescence. It was upon this basic principle that the report’s principal recom- 
mendation was founded that “production equipment should be substituted for 
the stockpiling of military end items, to the greatest extent practicable.” The 
BDSA has been called upon to develop a proposal for the stockpiling of elephant 
tools to be completed within 24 to 30 months after program approval date. 


VI, CHANGES IN ORGANIZATION 


There have been no substantive changes in the ODM organization which bear 
any direct relationship to the production equipment program. 


PROGRAM FOR BALANCING GENERAL INDUSTRIAL COMPONENTS SUPPLY AND 
REQUIREMENTS 


I. AUTHORITY 


1. One of the fundamental objectives of the Defense Production Act of 1950, 
as amended, and of the National Security Act of 1947 is to identify and remove 
critical deficiencies of resources and capacity which would impede a full mobili- 
zation effort. In every past period of mobilization, various components such 
as boilers, gears, bearings, and valves have been among the most serious produc- 





1 Report to the Director of Defense Mobilization by the Advisory Committee on Produc- 
tion Equipment, January 1953. 
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tion bottlenecks. Programing for components has always presented a major 
problem for the reason that demand for these intermediate products must be 
determined on the basis of the production and construction levels for all other 
products using significant quantities of components. 

The purpose of this program is to determine mobilization requirements for 
critical components, to estimate the capacity to produce such components under 
mobilization conditions, and to find ways of removing any indicated deficiencies. 
The types of critical deficiencies of greatest concern are those which would require 
a long lead time to overcome; those which would seriously impede needed pro- 
duction of an important military end item in an emergency; and those which 
would prevent the most effective utilization of other available resources in achiev- 
ing maximum production in a full mobilization. 

2. Executive Order No. 10480; Defense Production Act of 1950, as amended ; 
National Security Act of 1947. 





If. SUMMARY OF ACTIVITIES 





1. Since 1952 the Departments of Commerce and Defense and the Atomic 
Energy Commission, with the cooperation of private industry, have undertaken 
a number of requirements-capacity studies of components expected to be critically 
deficient under full mobilization. During the past year the Office of Defense 
Mobilization has undertaken to coordinate these studies and to develop an action 
program for removing any indicated deficiencies. 

The general pattern of the studies can be broken down into four steps: (1) 
Determination of the categories (sizes and types) of each component to be 
studied; (2) development of requirements for the product studied per unit of 
military and civilian end-use item; (3) preparation of capacity estimates; and 
(4) analysis of requirements and capacity estimates to determine the nature 
and extent of probable deficiencies under full mobilization. 

The general procedure has been to establish a joint Government-industry task 
group to conduct each study. Industry representatives have contributed gen- 
erously to these studies, particularly in determining components requirements 
per unit of end-use item, in estimating capacity, and in determining what 
additional equipment, tools, and facilities would be required to expand capacity. 

2. Every study has been undertaken jointly by the Departments of Commerce 
and Defense, with participation by the Atomic Energy Commission when it has 
an interest. A committee composed of representatives from these agencies has 
been established under ODM chairmanship to review proposals for studies, to 
review study findings and recommendations, and to recommend action programs 
for removing indicated deficiencies, 


Ill. PROGRAM EFFECTIVENESS 


1. General 

Thirty component areas’ have been set up for study, requiring 51 different 
study groups. Twenty-four task groups have been formed, and the studies are 
at varying stages of completion. Progress of two specific studies is summarized 
in sections 2 and 3. <A few of these task groups, such as those studying large 
steel castings and forgings, cannot complete their work until other study groups 
involving these products have made their final reports. 

Different methods of removing deficiencies will be found to be most appro- 
priate for various components. Ordinarily, the indicated action will be to 
purchase and maintain tools and equipment in standby status. In some instances 
it will appear desirable to create an industrial reserve (stockpile) of critical 
semiprocessed materials, parts, and subassemblies to enable production of long 
lead-time components to get underway quickly in an emergency. In other cases 
it may appear desirable to maintain a reserve of finished components. 


? Actuators; aircraft instruments; aircraft valves and fittings ; automotive wheels, axles, 
ete.; ball and roller bearings; boilers; chain and rope fittings; compressors; fans and 
blowers ; forged-steel flanges and welded fittings; forgings (except heavy steel) ; fractional 
horsepower motors; gears; prroncenss = heat exchangers and condensers ; heavy steel forg- 
ings (over 5,000 pounds) ; hydraulic couplings ; internal-combustion engines (diesel) ; in- 
ternal-combustion engines (except diesel) ; jewel bearings; motors, generators and motor 
generators; optical elements; precision fasteners; pumps; relays: steel castings (5,000 
pounds and over) ; tackle blocks ; transformers and switchgear ; turbines and turbine gears ; 
and valves (except aircraft and plumbing). 
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Existing policy calls for full utilization of accelerated tax amortization before 
consideration is given to the use of other means of financing the removal of 
critical component deficiencies. The peacetime “demand for some components, 
however, would not justify privately financed capacity expansion even with 
100 percent accelerated tax amortization. In these cases, it is planned to use 
the borrowing authority under the Defense Production Act. 

Existing procedures provide for careful review by the Interagency Components 
Committee of the components selected for study and of the methods to be used 
in estimating full mobilization requirements and capacity. Each component 
study and any recommendations based thereon are reviewed by the agencies 
concerned, by industry representatives in the areas involved, by the committee 
and by the ODM staff to insure that there is a well-supported indication of a 
deficiency under full mobilization conditions which cannot be removed through 
the use of accelerated tax amortization. 

As an additional safeguard, ODM is establishing an advisory group to review 
the necessity for, and the appropriateness of, proposals to use the borrowing 
authority for removing critical component deficiences. 

2. High-pressure steam boilers 

The study of high-pressure steam boilers which was completed in 1953, has 
been recently reviewed by the study group in the light of the present situation. 
As a result the components committee unanimously approved the report and its 
recommendations. 

The report indicates that there is adequate capacity to produce steam boilers 
in general, but that capacity to produce the high-pressure boilers required in the 
new naval and electric power generating applications, after taking account of 
planned expansions, will be inadequate to meet full mobilization requirements. 
The peacetime demand for these boilers would not justify privately financed 
capacity expansion, even with the assistance of 100 percent accelerated tax 
amortization. 


8. Propulsion steam turbines and turbine-driven reducing gears 


This study indicates that there is a considerable deficiency in capacity to meet 
estimated full mobilization requirements. An important part of this deficiency 
can be overcome by a rounding-out of present capacity by the purchase of addi- 
tional machine tools and items of equipment. 


IV. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


It is desirable that prompt attention be given to implementation of study 
recommendations when they are made, not only because of the importance of 
removing critical deficiencies in our mobilization base, but also because of the 
importance of continuing the type of mobilization planning activity represented 
by these studies. It is clear that one of the most valuable benefits from a pro- 
gram for determining and removing critical component deficiencies is the study, 
planning, and developmental work that is stimulated. The cost to business of 
cooperating in conducting these studies is considerable. Their willingness to 
continue in this ccoperation will depend, te a considerable degree, on evidence 
of the Government’s intention to act on the study recommendations. 

In the last few years the industrial capacity and resources of this Nation have 
been expanded significantly. The important additions made to the mobilization 
base in raw-material capacities; in industrial plant and equipment; in fuel and 
energy have tremendously increased the wartime productive capacity of the 
United States. It is essential, however, to determine whether our capacity to 
produce components has kept pace with our resource and end-product capacity. 

The Defense Production Act, with its provisions for expanding and maintaining 
the mobilization base is the basis for this essential area of mobilization planning. 
Furthermore, the borrowing authority in that act provides the means for financ- 
ing the removal of critical gaps in our component capacity. It is clear that the 
long-run cost of maintaining our mobilization base would be far less than allow- 
ing the base to deteriorate and then having to rebuild it. From a security point 
of view there is no choice. We cannot allow our mobilization base to be deficient. 


Vv. CHANGES IN ORGANIZATION 


The establishment of the Interagency Components Committee under the chair- 
manship of ODM has greatly facilitated this program. 
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PRODUCTION AND MATERIALS CONTROLS 
I, AUTHORITY 


1. The production and materials controls program is concerned with the de- 
velopment of improved methods and standby preparedness measures to permit 
the Government to quickly and effectively convert the industrial economy from 
peacetime pursuits to the production of materials and products needed to satisfy 
mobilization military, foreign assistance, and essential civilian requirements. 

2. The authority for the program is derived from the following: Section 103 
of the National Security Act of 1947, as modified by Reorganization Plan No. 3 
of 1953; the Defense Production Act of 1950, as amended ; and Executive Order 
10480 of August 14, 1953. 


Il. SUMMARY OF ACTIVITIES 


The program is carried out by assignment of planning and development re- 
sponsibilities to the various Federal agencies having peacetime planning or 
wartime operating functions in connection with the control of the production 
and distribution of industrial resources and services. The principal assign- 
ment up to this time has been to the Department of Commerce, which has 
been delegated the priorities and allocations functions under title I of the 
Defense Production Act, with respect to the majority of industrial materials and 
facilities. That Department, through its Business and Defense Services Admin- 
istration, established early in 1954 a program to develop the production und 
materials controls plans for use in any future mobilization. The objective of 
the program has been to establish preparedness measures and standby plans 
designed to avoid in a future mobilization the long delay and confusion expe- 
rienced in World War II and again in the Korean war before adequate pro- 
duction and materials control machinery could be installed to effectively mobi- 
lize our industrial resources. The Department of Defense and the Atomic 
Energy Commission have actively participated in this work and industry has 
been kept abreast of developments through the medium of the Business and 
Defense Services Administration industry advisory committees and task groups. 

Similar work has been undertaken by the Departments of Agriculture and 
the Interior and the Defense Transport Administration with respect to the 
resources and services under their jurisdiction. 

The Office of Defense Mobilization has provided policy guidance and has 
reviewed the control proposals of these agencies to assure consistency within the 
overall program and coordination with other major areas such as manpower, 
economic stabilization, and telecommunications. Since all of the variety of 
control techniques for establishing levels of production, limiting the use of and 
directing the distribution of critical materials, products, and services to essen- 
tial purposes, and the like, represent collectively the control system or ma- 
chinery to carry out decisions on the allocation of resources amongst military, 
civilian, and foreign programs in wartime, there must be a close integration 
of the methods used with the programing machinery used to obtain require- 
ments data and make program allocation decisions. This has been done by 
closely integrating control plans with the ODM programing plans and operations. 


III, PROGRAM EFFECTIVENESS 


Significant progress has been made during the first 6 months of this calendar 
year in completing the first phase of the production and materials controls pro- 
gram, namely, the interim preparations for a stepped-up or initial stage of an 
all-out mobilization short of attack on the continental United States. The second 
phase of the program is scheduled through fiscal year 1955 and is designed to pro- 
duce the preparedness measures and plans for full-scale use of production con- 
trols during the subsequent stages of a conventional all-out mobilization. The 
third phase of the program, which will be given paramount emphasis from now 
on, is the development of control plans and preparation for a mobilization in- 
volving attack and heavy damage to the civilian population, industry, and trans- 
portation and communications services. 

Following is a discussion of program developments and progress under each 
of these phases. 
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Interim plan for stepped-up or all-out mobilization 


The Defense Materials System, which was retained for military and atomic- 
energy programs, after production controls over the civilian economy were 
abandoned with the discontinuance of the controlled materials plan on July 1, 
1953, was radically modified on April 1, 1954. The purpose of this modification 
was to simplify the system by reducing to a small fraction the work and expense 
of record keeping required of industry producing on military and atomic energy 
programs, yet at the same time maintain a minimum framework of the system 
in being as an essential preparedness measure in event of a stepped-up or all-out 
mobilization. The net result of the changes introduced to accomplish this sim- 
plification placed the great. bulk of defense procurement transactions in industry 
on a simple preference rating basis. This removed the vast majority of industrial 
companies from direct control yet retained the preference status of military 
orders in industry. The remaining framework of the production control system 
within the defense agencies and the relatively small nucieus of principal defense 
contractors in industry is adequate to meet the problems of a stepped-up military 
program and can be expanded quickly to a full-scale allotinent control of military 
production if that should become necessary. It is intended that this operating 
preparedness system be retained as long as the international situation makes 
such preparedness necessary. 

Interim plans have been completed and standby action materials, including 
standby regulations, orders, delegations of authority, etc., are ready to install 
suitable production and materials controls in the event of a stepped-up mobiliza- 
tion or at the outset of an all-out mobilization. These interim measures provide 
for establishing tonnage limitations on the major users of steel, copper, alu- 
minum, and the ferroalloys for other than direct defense production purposes. 
They prohibit the commencement of new large construction projects without 
specific approval and forbid the accumulation of critical materials to build up 
inventories in anticipation of future shortages. Preferential treatment is pro- 
vided for purchases of materials for maintenance and repair of the industrial 
plant, governmental activities, and similar essential civilian uses. In total, these 
measures will achieve a rapid initial stabilization of production and materials 
use levels without the development of elaborate control machinery. They will 
hold the industrial economy in rough balance to avoid the wild scramble for 
materials and general disruption of production experienced in the early stages 
of past emergencies. 


Full-scale controls for all-out mobilization 


The purpose of this part of the program has been to develop, in advance, the 
production and materials control plans and preparedness measures that will be 
needed to install full scale controls during successive stages of an all-out mobil- 
ization. The program has been scheduled for development through fiscal year 
1955 and has as an objective the preparations necessary to expand the limited 
military Defense Materials System to include virtually all hard goods produc- 
tion. It also includes the development of standby control orders to govern the 
distribution and use of a wide variety of industrial materials, components, and 
products which experience has shown will require the use of such controls in an 
all-out war. Both phases of this program are being carried out through the in- 
dustry divisions of the Business and Defense Services Administration of the 
Department of Commerce using industry task groups selected from their respec- 
tive industries. It is expected that the most important elements of this job can 
be completed during the first half of fiscal year 1955. 


Post-attack production controls 


In addition to the plans and measures described for the use of production and 
materials controls for a conventional-type mobilization, work is progressing on 
similar plans for a mobilization involving attack on the continental United States 
with widespread and heavy damage to the civilian population, industry, and 
transportation and communications services. 

In collaboration with the Departments of Commerce, Interior, Agriculture, 
and the Defense Transport Administration initial proposals have been prepared 
for the preattack preparation and postattack emergency actions for control and 
management of industrial production, construction, transportation, petroleum, 
solid fuels, power, and food and related agricultural products. These prelimin- 
ary plans are aimed at the problems and initial actions that would be practical 
in the immediate postattack period (roughly 1 to 4 months). 
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The future program will emphasize the refinement of the proposals and the 
development of additional plans and measures to have ready control machinery 
to direct surviving resources to meet postattack civilian survival and rehabilita- 
tion needs and revised military and foreign assistance programs. This work 
will also include careful integration with other postattack mobilization plans 
in the areas of manpower, stabilization, and telecommunications as well as plans 
for determining bomb damage effects and postattack Government organization 
and functions. 

This part of the program presents unusually difficult problems since it deals 
with conditions and destruction for which our previous experience contributes 
little knowledge or proven solutions. For this reason the rate of progress and its 
successful conclusion cannot be accurately predicted at this point. 


IV. CURRENT NEEDS 


The currently operating Defense Materials System assures the fulfillment of 
military and atomic-energy programs and at the same time spreads the impact of 
military orders equitably among the basic metals industries. Its retention in 
operation as a preparedness measure preserves the minimum machinery for 
quickly and effectively expanding the military and atomic-energy programs with 
minimum disruption of the civilian economy in the event of a stepped-up or all- 
out mobilization short of bomb attack on this country. It also retains in indus- 
try an identification of military and atomic-energy orders and production which, 
if the system is in operation in the event of a bomb attack, will greatly aid in the 
process of directing surviving industrial capacity to the production of most 
essential items. 


Vv. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


The principal future objective of the production and materials controls pro- 
gram is the development of adequate machinery and preparation for assessing 
the effects of bomb damage on industry; revising postattack military, civilian 
survival and rehabilitation, and foreign assistance programs; and unscrambling 
the industrial chaos and redirecting surviving capacities to fulfill these programs. 

Among the problems in connection with this objective is the widening of 
Federal agency participation and coordination of production plans with other 
major postattack plans in the manpower and economic stabilization areas and 
with the plans and activities of the Federal Civil Defense Administration. 

To retain the ability, now provided by segments of the program already com- 
pleted, to move swiftiy from the present limited defense situation to a more 
serious mobilization situation will require continued operation of the minimum 
framework of the present Defense Materials System. 


CHANGES IN ORGANIZATION 


There have been no changes in organization having any effect on this program. 


TRANSPORTATION PROGRAM 
I. AUTHORITY 


1. The purpose of this program is to develop and maintain comprehensive and 
effective plans for emergency handling of transportation in event of full-scale 
mobilization. 

2. The authority to carry on this program is provided in the National Security 
Act of 1947, the Defense Production Act of 1950, Reorganization Plan No. 3 of 
1953, and Executive Orders 10219 and 10480. 


Il, SUMMARY OF ACTIVITIES 


1. Mobilization planning surveys have furnished programs for domestic trans- 
port and storage, air transport, sea transport, port utilization and port capacity 
protection. 

These programs provided the basis for the transportation setup which was 
adopted to meet the Korean emergency and they are immediately available in 
case of full-scale mobilization. The outstanding present ODM activity in rela- 
tion to these programs is to adapt them to conditions of possible large-scale 
attack on the continental United States. Other adjustments are also necessary 
to meet changing reguirements and conditions. 
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2. ODM serves only as a programing agency and depends on delegate agencies 
to carry out the details of the mobilization planning work. For formal advice in 
the transportation field it has a Committee on Defense Transportation and Stor- 
age with membership representing the Departments of State, Treasury, Defense, 
Agriculture, Commerce, and Interior, the Defense Transport Administration, 
Federal Civil Defense Administration, and Foreign Operations Administration. 

For the actual day-to-day handling of emergency transportation problems 
mobilization plans have provided emergency agencies as follows: 

(a) The Defense Transport Administration, covering the field of domestic 
transportation and storage, with close cooperation of the Interstate Commerce 
Commission ; 

(b) The Defense Air Transportation Administration, in the Department of 
Commerce, for emergency air transport and other aviation matters; and 

(c) The National Shipping Authority, also in the Department of Commerce 
(Maritime Administration), for emergency handling of merchant shipping. 


Tl. PROGRAM EFFECTIVENESS 


1. The program, as applied in the Korean emergency, was highly effective for 
partial mobilization of transportation and one which at any time could readily 
be expanded to meet the requirements of full-scale mobilization. 

2. Domestic transport and storage.—The part of the program dealing with 
domestic transport and storage covers the bulk of the total of wartime civilian 
transportation. 

A. Purpose: The purpose of this part of the program is to assure effective 
emergency operation of the railroads, street, and highway transport, inland- 

rater transport, warehousing, and storage. 

B. Mechanics: The mobilization surveys for domestic transportation and 
storage provides guidance for these areas. Late in fiscal 1953 agreement was 
reached among all the Federal control and claimant agencies in transportation, 
upon a policy and a method of developing specific plans for coping with the trans- 
portation conditions that would be generated in the event of attack on the United 
States. This agreement is known as ODM Transportation and Storage Commit- 
tee paper No. 81, and under it a working group has been established, chaired by 
ODM, to develop plants and procedures adequate for the maintenance of trans- 
portation services under the conditions produced by attack. 

Cc. Accomplishments: On November 2, 1953 a manual of policy and procedure, 
developed by the Defense Transport Administration was issued. A working 
draft of interorganizational relationships was developed by DTA, reviewed by 
-all member agencies of the working group, and revised in close cooperation with 
the Department of Defense and the Federal Civil Defense Administration. A 
pilot study on the control of commercial motor-carrier traffic at an urban point 
of attack was made by DTA at Kansas City and the results are now before the 
working group for consideration as a pattern for planning and organization in all 
large urban areas. A facilities-protection manual for street and highway oper- 
ations has been issued by DTA as a guide to the operating companies and other 
interested parties. 

Although much remains to be done in preparaticn to meet attack conditions, 
plans covering organization to meet mobilization under nonattack conditions and 
operating plans of the delegate agencies are in a substantial state of completion 
with respect to all forms of domestic and overseas transportation. Work con- 
tinues, however, to perfect these aspects of the program for mobilization readiness 
and to keep them in tune with changes in economic potential and resulting trans- 
portation requirements, 

3. Air transport—The program for air transport covers both domestic and 
international aviation. 

A. Purpose: The purpose of this part of the program under war conditions is 
to effect prompt adjustment of civil aviation to give all practicable assistance to 
the Armed Forces and, at the same time, to maintain the civilian service necessary 
to the war-supporting economy and other needs of the public. 

B. Mechanism: The air transport mobilization survey of 1950-51 provided 
basic data and recommendations covering the following aviation services under 
mobilization conditions: air transport, maintenance and overhaul, aviation 
training ; business, agricultural, and industrial flying; airports, airways. 

As recommended by the survey, the Defense Air Transportation Administration 
was created in the Department of Commerce and assigned responsibility for 
mobilization planning in the foregoing branches of aviation. 
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At the instance of ODM the Department of Commerce, through the Civil Aero- 
nauties Administration, has undertaken a comprehensive study of the manpower 
situation and prospects in the aviation industry under full-scale mobilization. 

C. Accomplishments: A major achievement in the aviation field is the creation 
of the Civil Reserve Air Fleet setup to make available some 308 4-engined com- 
mercial planes for service to the military under contract from the airlines and 
under airline management. Necessary military modifications for these planes 
is nearing completion and other arrangements are well advanced. Coordination 
of mobilization planning for aviation with that for other fields is provided for in 
the report on civil-air policy prepared by the Air Coordinating Committee and 
approved by the President in May 1954. 

4. Sea transport.—This part of the program covers coastwise and intercoastal 
as well as overseas shipping. 

A. Purpose: The purpose of this part is to assure adequate merchant-type 
shipping to meet the mobilization needs of the Armed Forces and to control the 
remainder of the oceangoing shipping for essential uses. 

B. Mechanics: The sea transport mobilization survey provided basic recom- 
mendations for organizatian and operations of merchant shipping under full- 
scale mobilization conditions. In aecordance therewith the National Shipping 
Authority was created as the emergency arm of the Maritime Administration, 
Department of Commerce. Interallied problems of shipping are handled by the 
NATO Planning Board for Ocean Shipping, in cooperation with the NATO 
military organization. 

Cc. Accomplishments: NSA has operated very effectively in breaking out and 
supervising the operation of reserve fleet vessels to meet military and mutual- 
aid needs, and has likewise done an excellent job of returning vessels to reserve. 

The Department of Commerce study of shipping-subsidy policy sets forth the 
quantitative and quality status and needs of our merchant fleet to serve both 
peacetime and mobilization requirements. 

5. Port utilization and port capacity protection.—This part of the program 
covers the areas of overlapping interest of domestic and overseas transportation. 

A. Purpose: The purpose of this part is to provide clear-cut assignment of 
responsibility for handling of transportation in these areas. 

B. Mechanics: The Inter-agency Committee on Port Utilization, reporting to 
the ODM Committee on Defense Transportation and Storage, is the coordinating 
agency in this field. 

CC. Accomplishments: Based on data and recommendations of the mobiliza- 
tion surveys for port utilization and port capacity protection, together with 
plans of the NATO Planning Board for Ocean Shipping, the Interagency Com- 
mittee has prepared and submitted to the ODM Committee an interim plan for 
emergency port utilization, and is preparing a revision thereof to meet the 
requirements of full-scale mobilization. 


IV. CURRENT NEEDS 


1. In the domestic field the chief deficiency reported pertains to shortage of 
railroad and transit equipment to meet full-scale mobilization needs. A com- 
mittee of consultants under chairmanship of Capt. Granville Conway is study- 
ing the railroad problem and is expected to report in December. 

In contrast with planning progress, fiscal 1954 was marked by some weak- 
ening in the physical readiness of the transportation industries which gives cause 
for concern. All forms of transportation have faced a tightened financial situa- 
tion as a result of a decline in the demand for transportation service. The 
railroads, particularly, have been compelled to retrench somewhat in equipment. 
As a result the percentage of unserviceable freight cars on class I roads climbed 
from 5.2 percent on July 1, 1953, to 6.7 percent on August 1, 1954. While yard 
ond terminal capacity at a number of strategic points was strengthened by 
completion of projects aided by rapid tax amortization, depressed rail traffic and 
earnings resulted in a rapid decline of new car and locomotive orders to levels 
which are generally below the rate of retirement. As the supply of railroad 
passenger cars is far short of prospective wartime requirements, an interim 
tax amortization goal for 1,250 such units was established. Study is being given 
to the development of a program which would hold in serviceable condition usable 
older cars which otherwise would be released by new construction. 

2. In the field of civil aviation the current outstanding problem is related 
to manpower, both ground and flight, to meet mobilization needs. Pursuant 
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to an ODM request the Civil Aeronautics Authority is conducting an investigation 
of this problem. 

3. In regard to sea transport, the main problem is the uncertainty of require- 
ments, particularly in the allied field, and the anticipated deficiency in ship- 
yard facilities, skilled ship workers, components and materials to handle a large- 
scale wartime-construction program. The Director is setting up a small com- 
mittee, from Commerce, Defense, and ODM, to report on these and other 
phases of the problem. 


Vv. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


1. With growing recognition of facilities shortages in several transportation 
areas, the question will come out strongly as to how much expenditure will be 
warranted as a readiness measure to make up such shortages. 

2. The coordination of civil defense and other transport requirements and 
availabilities still presents a major problem, due largely to uncertain relation- 
ship between Federal, State and local plans and programs. 

3. Much work needs to be done on the tremendous problem of gearing our 
domestic transportation system to meeting the conditions that would exist as 
a result of attack—which would have a disruptive effect on every other phase 
of our economy, as well as threaten our ability to conduct military operations. 


VI. CHANGES IN ORGANIZATION 


1. On July 12, 1954, the President named a Cabinet Committee on Transport 
Policy and Organization, with the Secretary of Commerce as chairman, to review 
and make recommendations on the broad field of Government activities relating 
to transportation. Other members of the committee are the Director of the 
Office of Defense Mobilization and the Secretary of Defense. The Secretary 
of the Treasury, Postmaster General, Secretary of Agriculture, and Director of 
the Bureau of the Budget were named as ad hoc participating members. 

2. On September 16, 1954, the Director of ODM created the position of Coor- 
dinator of Defense Transportation, within ODM. The Coordinator is respon- 
sible for reviewing and further developing defense mobilization plans in the 
transport field, so that there may be an orderly transition of the industry from 
peacetime to emergency operating conditions, should that become necessary. 
He will work closely with the industry and Federal agencies concerned in de- 
veloping policies to strengthen the transport industry so that it can meet the 
mobilization needs of the Nation. 


Securtry RATING oF FACILITIES 


I, AUTHORITY 


1. The Industry Evaluation Board establishes security ratings of facilities, 
based on the relative importance thereof to defense mobilization, defense pro- 
duction, and the essential civilian economy. ODM is charged with the respon- 
sibility of reviewing or revising the ratings and transmitting them to the appro- 
priate agencies for cognizance. 

2. Executive Orders 10421 and 10438. 


II, SUMMARY OF ACTIVITIES 


1. The Department of Commerce, with the assistance of other agencies, is 
responsible for analyzing and recommending ratings for facilities producing 
specified products and services. Product or service ratings are based on the re- 
lationship between requirements and the capacity of present producers and a 
judgment as to the relative importance of the product or service. Facilities 
are then rated with respect both to the relative importance of the product and 
the relative importance of the facility as a producer of the product or service. 
Facilities may thus receive multiple ratings depending on how many products 
or services selected for rating they produce. 

ODM controls dissemination of the information developed by the evaluation 
process, and reviews ratings recommended by Commerce. It also coordinates 
the assembly of requirements information used in the analysis upon which the 
product or service rating is based. 

These ratings are used as a basis for establishing priorities of effort in many 
defense mobilization programs, and also for civil defense purposes. 
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2. The Industry Evaluation Board is composed of representatives of the fol- 
lowing agencies: Department of Commerce, Department of Defense, Depart- 
ment of the Interior, Atomic Energy Commission, Federal Civil Defense Admin- 
istration, Office of Defense Mobilization. 

The Department of Commerce chairs the Board and coordinates the assembly 
and analysis of information in all product and service areas, except for a few 
nonmanufacturing services which have been coordinated by other agencies. 
Information on requirements has been furnished by the Department of Defense, 
ODM, and other agencies. 

The Board reviews the information and analysis supplied and the facility 
rating recommended by the agency coordinating the assembly of information. 
It then establishes the rating for each facility with respect to the product or 
service being rated. 


IIl, PROGRAM EFFECTIVENESS 


Over 300 products and the producers of these products have been reviewed for 
rating purposes. In addition, electric utilities, petroleum pipelines, railroads, 
highways, and other selected nonmanufacturing facilities have been reviewed 
for rating purposes. 

Currently, increasing emphasis is being given to the review and bringing up to 
date of previous analyses. 


IV, CURRENT NEED 


Attention needs to be given to a method for obtaining a combined rating for 
multiproduct facilities. Efforts to improve the usefulness of the data for mobili- 
zation planning purposes should be continued. 


V. CHANGES IN ORGANIZATION 


Responsibility for ODM’s part in this program was shifted from the non- 
military defense area to the production area, effective August 15, 1954. 


CONTINUITY OF INDUSTRY PROGRAM 
Industry/Government planning program 


I, AUTHORITY 


1. The industry/Government planning program embraces the measures which 
can be undertaken by industry alone or with Government assistance to offset 
attack damage and to insure the maximum levels of vital defense production. 

2. Defense Production Act of 1950, as amended; National Security Act of 1947; 
Reorganization Plan No. 3 of 1953; Executive Order 10480 of August 14, 1953; 
Defense Mobilization Order, I-8. 


Il, SUMMARY OF ACTIVITIES 


1. Defense Mobilization Order, I-8, assigned to the Secretary of Commerce 
certain defense-mobilization respousibilities which included the guidance and 
leadership to industry in the development of plans and programs to insure con- 
tinuity of essential production in event of attack. 

2. Other agencies such as the Departments of Defense, Agriculture, and Inte- 
rior and the Defense Transport Administration are similarly engaged, under 
ODM guidance, in informing those industries within their respective jurisdiction 
relative to preattack planning to insure the continuity of essential defense pro- 
duction and services. 

Ill. PROGRAM EFFECTIVENESS 


1. The Business and Defense Services Administration, Department of Com- 
merce, is the principal agency carrying out the industry/Government planning 
program. It has made considerable progress in informing American industry 
of the need for developing industry and company plans to assure the continuity 
of production, continuity of management, facilities protection, and deconcentra- 
tion of critical productive capacity. A summary of EDSA progress will be con- 
tained in the Department of Commerce report. 
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IV. FUTURE OBJECTIVES AND MAJOR PRORLEMS 





1. The main objective is to encourage more and more defense-supporting indus- 
tries and companies to adopt defense plans. 
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V. CHANGES IN ORGANIZATION 


1. There has been no effect on the industry/Government planning program as a . 
result of any organizational change. 


National industrial dispersion 





I, AUTHORITY 


1. The national industrial dispersion program, which implements the national 
dispersion policy, is designed to encourage the location of new and expanding 
defense-supporting industrial facilities outside of potential target zones. 

2. Defense Production Act of 1950, as amended; National Security Act of 1947; 
Reorganization Plan No. 3 of 1953; Executive Order 10480 of August 14, 1953. 


Il. SUMMARY OF ACTIVITIES 


1. In accordance with the standards issued by ODM, the national industrial 
dispersion program is carried out through the voluntary cooperation of business ia 
management, local industrial dispersion committees, and Federal agencies. It : 
provides for the dispersion of defense-producing facilities at least 10 miles from ba 
highly industrialized or densely populated areas, and compliance therewith has a 
been a condition for granting accelerated tax amortization by ODM. Industry, 
however, retains the prerogative of choosing its own plant sites. 

2. The main implementation of this program is the assigned responsibility of 
the Area Development Division, Business and Defense Services Administration, 
Department of Commerce. Other defense agencies also participate in its imple- 
mentations. For example, ODM continuously makes recommendations to 
Department of Defense on military contractual policies to give greater emphasis 
on facilities located in dispersed sites as a procurement placement condition. 
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lil, PROGRAM EFFECTIVENESS 
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1. The local industrial dispersion committees conduct surveys based upon 
ODM’s dispersion standards, and advise industry and Government on the security 
of location for new and expanding facilities. At the present time there are 92 
cities with organized industrial dispersion committees. The Area Development 
Division in collaboration with ODM has approved 51 surveys. Of the 70 metro- 
politan areas designated by Federal Civil Defense Administration as critical 
target areas, 59 have formed committees, 30 of which have submitted surveys that 
have been approved. 

2. Of new and expanding facilities costing 1 million or more, for which 
accelerated tax amortization was granted in calendar 1953, 79 percent were 
located on dispersed sites. 
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IV. CURRENT NEEDS 
1. Additional personnel and funds are needed by the Area Development Divi- 4 
sion to effectively carry on its part of the program. 
2. Better understanding of and adherence to the dispersion policy by all 
Federal Government agencies us a good example to industry. 


V. FUTURE OBJECTIVES AND MAJOR PROBLEMS 








1. It is highly essential that these surveys be made in all metropolitan areas 
that contain potential target zones and every effort will be niade to attain this 
objective. 

Vl. CHANGES IN ORGANIZATION 






1. The national industrial dispersion program has not been affected by any 
organizational change. 
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Identification of critical and vulnerable capacities program 
I. AUTHORITY 


1. The identification of critical and vulnerable capacities program is designed 
to identify instances of excessive concentration of vital production. 

2. Defense Production Act of 1950, as amended; National Security Act of 
a 1947; Reorganization Plan No. 3 of 1953; Executive Order 10480 of August 14, 
& 1953. 

; Il. SUMMARY OF ACTIVITIES 
é 
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4 1. This program was instituted by ODM when it was disclosed that there 
were a number of instances where the total or near total national capacity to 
] Es produce a needed defense product was concentrated in the heart of one or more 
F likely targets. In some cases the total national capacity for a vital product 
i. was concentrated in one plant. The extent to which these conditions exist is 
. fe not fully known. Accordingly, ODM has requested the defense agencies con- 
: by cerned to identify instances of excessive concentration of vital production which 
they believe to be the most critical, to discuss the problem with representatives 
; of the industries involved and to make recommendations for reducing the risks 
3 and to indicate what, if any, Government assistance over and above that pres- 
l i ently authorized would be needed. 
; 2. The defense agencies to which this request was made are the Departments 
of Commerce, Defense, Interior, Agriculture; Defense Transport Administration, 
Small Business Administration, General Services Administration, and the Atomic 
3 ha Energy Commission. 
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Postattack industrial rehabilitation program 


; f I. AUTHORITY 


) E 1. The postattack industrial rehabilitation program, is the preattack planning 
9 to identify and resolve the problems of restoring essential war and civilian pro- 
duction and services. 

2. Defense Production Act of 1950, as amended; Executive Order 10480 of 
August 14, 1953; National Security Act of 1947; Reorganization Plan No. 3 of 
‘ 1953. 

a II. SUMMARY OF ACTIVITIES 


ad 


1. This work encompasses the developnient of a policy and program with the 
delegate agencies to assure the continuity of essential war and civilian produe- 
tion and services. This involves the coordination by the Office of Defense 
Mohilization of programs formulated by these agencies. This is accomplished 
through the medium of the Industrial Defense Committee and relates to meas- 
: ures which will provide the minimum requirements for continuity of industrial 
| 4 operations, manpower, transportation and conimunications, health and medical 
4 care, welfare and maintenance of income, housing and community facilities, 

: fiscal matters, food, fuel, and energy. 

2. The delegate agencies concerned with ODM in the development of the 
program which are represented on the Industrial Defense Committee are the 
3 Departments of the Treasury, Defense, Interior, Agriculture, Commerce, Labor, 
; Health, Education and Welfare, Federal Civil Defense Administration, Federal 
Reserve System, General Services Administration, Housing and Home Finance 
Agency, and Small Business Administration. 
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Itl. PROGRAM EFFECTIVENESS 





1. In 1951, the National Security Resources Board organized an interagency 
central task force to study the programs of restoring or rehabilitating essential 
be war and civilian production and services after attack. A great deal of prelim- 


os 


be inary work was accomplished by the agencies represented on this task force in 
BY identifying the problems that must be resolved by each agency. This body was 
i superseded in 1953 by the Industrial Defense Committee. This committee, with 


broader powers, is an important adjunct in implementing this and all other 
continuity of industry programs being developed by ODM. Preliminary reports 
have been received from the agencies concerning their activities in this program. 
These reports are now being considered by the committee. The delegate agencies 
have identified a number of problems which will have to be resolved in con- 
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junction with other agencies. This is true because in most instances a problem 
which is of first interest to one agency has elements involving others. 

2. One of the most important phases of the program is the development of a 
master community plan for accelerated industrial rehabilitation, the imple- 
mentation of which will depend upon the local efforts of industrial and com- 
munity leaders and local governments. The delegate agencies have indicated 
and are further studying the types of problems that they must individually or in 
conjunction with other agencies resolve in connection with such a master com- 
munity plan. 

IV. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


1. The principal future objectives of the program have already been indicated 
as well as the difficulty of accelerating its development. 

2. With respect to the community plan, the main objective after its develop- 
ment will be to encourage metropolitan areas with highly industrialized and 
densely populated areas to prepare their own individual community plans based 
upon the Federal policy to be determined after the development of the master 
community plan. 

V. CHANGES IN ORGANIZATION 


1. There have been no organizational changes affecting the program. 
PHystIcat Securtry ProGRAM 
I. AUTHORITY 


1. The physical-security program is designed to reduce the susceptibility of 
vital Government and privately owned facilities to (1) major damage which 
might result from effects of nuclear and other weapons or chemical and biological 
agents; and (2) to prevent acts of espionage, sabotage, and subversion. 

2. Executive Order 10421 of December 31, 1952, as amended by Executive 
Orders 10438 and 10461, provides the authority for ODM supervision of the 
physical-security program. The Defense Production Act of 1950 provides 
the authority for establishing necessary incentives to encourage industrial 
participation. 

Il. SUMMARY OF ACTIVITIES 


1. The role of the Federal Government with respect to physical security con- 
sists of advice and guidance to industry on measures to improve security and 
raise the level of protection of vital facilities against both atomic attack and 
sabotage. 

2. In order to insure consistency and avoid duplication of effort by agencies 
delegated physical-security responsibilities, the ODM role consists of: (1) assign- 
ing essential facilities as identified by the Department of Commerce to agencies 
for physical security supervision; (2) developing and promulgating standards 
appropriate to types of industry and applicable to plants within the industry ; 
(3) reviewing the programs and measures of responsible agencies for effective- 
ness; (4) keeping the President informed of the status of security programs as 
necessary and furnishing him with appropriate recommendations. 

3. As a prerequisite to development of physical security programs, those facili- 
ties which are most critical to defense production are identified and rated by the 
Secretary of Commerce with the assistance of other agencies. (See industry 
Evaluation Board.) Assisting ODM in an advisory capacity with respect to 
facilities assignment, promulgation of standards, and review of data developed 
by individual agencies is the Facilities Protection Board. This interagency 
group is chaired by the ODM member and is comprised of representatives of the 
Departments of Defense, Commerce, Interior, Agriculture, and Labor; the 
Atomic Energy Commission, General Services Administration, and Federal 
Civil Defense Administration. 

With respect to prevention of sabotage to vital facilities, ODM participates as 
an observer on the Interdepartmental Committee on Internal Security. This 
Committee of the National Security Council consists of the Departments of 
Justice, Defense, Treasury, and Commerce. 

Once policies, programs and standards recommended by the Board to the 
Director of ODM are approved and promulgated, further development of meas- 
ures is the responsibility of designated agencies working with industry groups. 
The ultimate decision as to which protective measures are to be undertaken rests 
with management and are largely those which it feels financially able to afford. 
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Ill, PROGRAM EFFECTIVENESS 


The physical security program is a relatively new activity for most agencies 
but progress has been made in the objective of furnishing industry with realistic 
guidance on practical methods of protecting vital installations. Since reorgani- 
zation in 1953, the following has been accomplished : 

(1) The rating of essential facilities by the Department of Commerce has been 
accelerated and today the list of manufacturing and nonmanufacturing facilities 
identified as critical numbers about 3,500 installations. 

(2) An ODM manual prepared with the assistance and cooperation of several 
agencies entitled “Guidebook for Industrial Defense” is being prepared. 

(3) Protective construction standards supervised by FCDA have been ap- 
proved and disseminated. 

(4) The Department of Commerce working with its industry advisory com- 
mittees is preparing a series of manuals suggesting measures which management 
might use to minimize loss of production. Two manuals, one for the chemical, 
and the other for the iron and steel industry, have been published. 

(5) The ODM, after some initial difficulty because of the confluence of agency 
interests at the facility level, has developed a workable basis for assigning secur- 
ity cognizance of vital facilities to appropriate agencies. Under this arrangement 
the Department of Defense will continue its security activities in those facilities 
in which the Department of Defense has classified and other contracts, or which 
are corsidered to be of special importance to other defense programs. The AEC 
will similarly be responsible for those facilities producing for the atomic energy 
programs. The Department of Commerce will be responsible for the remainder 
of manufacturers, the Department of Interior for mines and fuels, the Depart- 
ment of Agriculture for food and fibers, etc. 

(6) The problems of internal security, particularly those which are related 
to maintenance of production, have been examined in collaboration with the 
Interdepartmental Committee on Internal Security. Proposals for remedial 
legislation and other recommendations have been referred to appropriate higher 
authority for decision. 

The carrying out of protective programs and measures suggested by Govern- 
ment continues to be the responsibility of management which must consider the 
financial costs involved. Management has, however, become increasingly aware 
of the risks of atomic and other types of attack, through its participation with 
Federal agencies studying industrial vulnerability, and in many instances man- 
agement has undertaken protective measures at its own expense. 


Development of standards 


Standards development is a prerequisite to advising industry, if the most 
practical and least expensive means of assuring some degree of security from 
damage to vital production facilities is to be realized. Standards also provide 
a basis for comparison with alternative means of reducing damage susceptibility. 

The Facilities Protection Board provides the means to determine the adequacy 
of protective standards and proposed countermeasures to sabotage. The destruc- 
tive aspects of nuclear weapons and associated technological data determined 
by test data are furnished to the Board by AEC and DOD. The standards to meet 
the risk are then developed by the FCDA, assisted by other agencies and groups. 
Subsequent review is accomplished through Board members acting as liaison with 
interested activities within their respective agencies. The final step consists of 
preparing recommendations for the Director,QDM. On approval by the Director, 
implementing agencies disseminate the standards for guidance to industry advi- 
sory committees or similar groups. 

The Board recommended the approval of the “Interim Design Standards for 
Protective Construction” prepared by FCDA. These standards are currently 
used among other things in conjunction with the tax amortization incentive to 
encourage protective construction. 


IV. CURRENT NEEDS 


As physical security is a new responsibility to the normal activties of govern- 
ment, another function has been added to agencies responsible for operations in 
the defense mobilization. Currently, the full development of agency programs 
is hampered by lack of funds. There is need for wider understanding of the 
practicality of physical protection for facilities, against modern weapons, and for 
additional research by FCDA, AEC, and DOD on improvement of protective 
measures. 
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V. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


Recent thermonuclear developments and associated advances in other weapons 
necessitate continuing estimates of damage assessinent. This, in turn, requires 
a reexamination of current policies, development of new standards, and review 
of status of protective programs carried out by management. 

The foregoing developments may abso require that additional incentives be 
given to management of highly critical facilities to encourage the institution of 
appropriate programs designed to minimize damage and prevent the production 
loss which might otherwise result in an attack situation. 

The evaluation and rating of facilities carried on by the Department of Com- 
merce must be continued to reflect changing conditions within industry and 
keep the contemplated programs within manageable limits. 

There should be wider dissemination of guidance to management than is now 
possible with available funds. 

The Defense Production Act provides the means by which the necessary incen- 
tives may be devised to encourage industrial self-protection programs with 
respect to high!y critical raciiues located in target centers and thus increase 
their capacity to withstand the effects of nuclear attack. 


MATERIALS AREA 
MOBILIZATION READINESS PROGRAM 


I, GENERAL PROGRAMS AND AUTHORITY 


Of major importance in the materials area is the stockpile program carried 
out pursuant to the Strategic and Critical Materials Stock Piling Act (Public 
Law 520, 79th Cong.), as modified by Reorganization Plan No. 3 dated June 12, 
1953, and the materials expansion programs carried out under authority of the 
Defense Production Act (Public Law 774, Sist Cong., as amended) and section 
124a of the Internal Revenue Code. Major responsibilities for the insuring of 
the adequacy of materials for defense are also conferred by section 103 of the 
National Security Act of 1947 (Public Law 253, 80th Cong., as amended). In 
addition to the aforelisted primary functions, the ODM materials area is becom- 
ing increasingly involved in certain aspects of barter activities which involve 
strategie and critical materials as a result of section 104 of the Agricultural Trade 
Development and Assistance Act of 1954 (Public Law 480, 883d Cong., dated 
July 10, 1954). <A variety of Executive orders, the most important being Execu- 
tive Order 10480 dated August 14, 1955, provide for the administration of the 
defense-materials programs. On October 26, 1953, the President established a 
Cabinet Mineral Policy Committee, chaired by the Secretary of the Interior, 
and the Director of the Office of Defense Mobilization is one of the members. 
The materials area staff has worked closely with the Cabinet Mineral Policy 
Committee, and many recommendations of the Mineral Policy Committee have 
resulted in major improvements and alterations in mineral programs. 


iI. SUMMARY OF ACTIVITIES 
Stockpiling 
Under the stockpile program 75 materials are currently classified as strategic 

and critical and requiring stockpiling under the act. The estimated cost of 
the present minimum stockpile objectives on June 30, 1954, was approximately 
$7 billion, of which materials valued at approximately $4.3 billion were on 
hand, and materials valued at about $0.6 billion were on order. The status 
of completion of different objectives varies as shown below: 

36 items were 100 percent or over on hand and on order 

15 items were 75-100 percent on hand and on order 

11 items were 50-75 percent on hand and on order 

14 items were under 50 percent on hand and on order 

Additional materials are expected to be added to the stockpile as a result of 

programs under the Defense Production Act (see below). It is the responsi- 
bility of the materials area to insure that stockpile objectives and specifications 
reflect current conditions with respect to supply and requirements information. 
In the present year 21 minimum stockpile objectives have been reviewed and 
revised as necessary, after interagency consultation. In the past few months the 
rate of reviews has been considerably increased. Much of the early part of 
1954 was devoted to establishing basic rules for reviewing stockpile objectives 
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and to the establishment and organization of 7 ODM interdepartmental commod- 
ity committees and a high level ODM Interdepartmental Materials Advisory 
Committee. These committees are used by the ODM materials area to secure 
the best information on materials available in the various agencies of the Federal 
Government and to make appropriate recommendations on problems invoived 
in stockpiling and materials expansion. 

As a result of the President's Cabinet Mineral Policy Committee’s recom- 
mendations, the President, on March 26, 1954, announced a new long-term stock- 
pile policy for metals and minerals under which objectives for the stockpile pro- 
gram would be raised by discounting completely all foreign sources of 
supply in wartime excepting only a limited group of countries to which 
wartime access can be had with the same degree of reliance as afforded by 
sources within our own country. In addition, appropriate stockpiling will make 
provision for the possibility of destruction of key materials-producing facilities 
within the United States. Materials in the stockpile will also be upgraded and 
refined to the point at which they will be more usable in the event of an emer- 
gency. Procurement of materials toward minimum objectives will proceed as 
quickly as possible but acquisition to meet the difference between the present 
minimum and the new long-term metal and mineral objectives will take place 
ordinarily at such times as the Government decides that purchases will help to 
reactivate productive capacity and in other ways to alleviate distressed condi- 
tions in connection with domestic mineral industries that are an important 
element of the Nation’s mobilization base. As of the end of August 1954, eight 
long-term stockpile objectives had been established after thorough review and 
additional long-term objectives for other metals and minerals have been estab- 
lished on an interim basis. 

Detailed reports covering the administration of the stockpile program (having 
secret supplements which describe the quantitative position for each material) are 
submitted semiannually to the Congress. These should be consulted for further 
information. 


Materials expansion programs 

Under the materials expansion authority of the Defense Production Act, ap- 
proximately $6 billion of the total gross transactions of about $8 billion involve 
materials. A large degree of correlation and coordination between the stockpil- 
ing program and the materials expansion programs is necessary. This function is 
the responsibility of the Assistant Director for Materials. In the past year sup- 
plies of materials have, in general, become more abundant and there are only 
a few where the accomplishment of defense objectives within a reasonable 
period of time still appears difficult of attainment. In these areas efforts are 
being made to further expand supplies. Detailed reports covering the various 
projects involved are being submitted by the General Services Administration 
and, accordingly, are not covered herein. 

The Assistant Director for Materials is a member of the ODM Borrowing 
Authority Review Board, a special group which passes on the use of the borrow- 
ing authority provided under the Defense Production Act. Consequently all 
materials programs involving use of the borrowing authority are assured not only 
of complete consideration by the ODM materials staff but also by the top-level 
Review Board. In the past year almost all the programs involving borrowing 
authority have been reviewed at least once by the Board, and several important 
programs have been considered at frequent intervals. Since certain materials 
acquired under the Defense Production Act could become excess to the needs of 
the defense program, particularly where defense production of military items 
is cut back, the ODM on March 18, 1954, announced its policy regarding the dis- 
posal of surplus materials acquired under the Defense Production Act. Defense 
Mobilization Order V-3 provides that such surplus materials would normally 
be placed in the national stockpile but, if stockpile objectives are fully provided 
for and if a material is to be otherwise disposed of, then such disposition would 
not be made without a clear indication that the action would not have a serious 
adverse effect upon market prices or create major market fears or uncertainties, 

Fursuant to the Defense Production Act a detailed quarterly report is submit- 
ted to the Congress on the status of programs under that act. 

Mineral exploration 
Partly as a result of the President's Cabinet Mineral Policy Committee’s work 


and partly as a result of further consideration of the problem directly with the 
Department of the Interior, the ODM in March of 1954 authorized a significant 
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expansion of the domestic mineral-exploration program. At the present time 
approximately $28 million of borrowing authority under the Defense Production 
Act is allotted to this prograrn which is intended to expand the knowledge of 
United States reserves of strategic and critical metals and minerals. A detailed 
description of this activity is covered in the report of the Defense Minerals 
Exploration Administration. 


International materials activities 


ODM participates in the foreign aspects of materials mobilization with other 
United States agencies and governments. For instance, ODM has consistently 
served with the Advisory Committee on Export Policy and the Economic Defense 
Advisory Committee, high-level committees which advise the Secretary of Com- 
merce and the Administrator of the Foreign Operations Administration respec- 
tively on the exportation of materials which, because of shortages in the domestic 
supply or on grounds of strategic security, may require some form of export 
controls, In the case of NATO, the ODM supplies the United States representa- 
tives to two of the subcommittees on economic-mobilization planning. 

The International Materials Conference (IMC) was formally concluded by the 
unanimous agreement of its participants as of December 31, 1953, having been 
in existence from early 1951. Of the 7 materials initially in serious short supply, 
38—zinc, cobalt, and tungsten—were withdrawn from allocation by January 1, 
1953 ; 2—copper and sulfur—by March 31, 1953; and 2—molybdenum and nickel— 
by September 30, 1953. As the commodities passed the serious shortage stage, 
the pertinent commodity committees were abolished, with the result that as of 
December 31, 1953, the Conference us a whole was terminated. 


Ill, PROGRAM EFFECTIVENESS 


Noted below are major developments in the various commodity fields during 
the past year: 


Light metals 


Aluminum—Third-round expansion.—After careful analysis of the most recent 
full-mobilization supply/demand figures, the Defense Mobilization Board recom- 
mended discontinuance of the uncompleted portion of the third-round expansion 
program. This decision does not affect commitments already made by the 
Government. The major developments during 1954 underlying this decision are: 
(1) Increased availability of primary metal in the domestic market that has 
permitted acceleration in acquisition for stockpile without impairment of the 
domestic economy, and (2) a revision and rephasing of full-mobilization require- 
ments for direct military programs by the Department of Defense. 

Titanium.—To coordinate mobilization planning in the development of titanium 
expansion, a special ODM Advisory Committee on titanium was established in 
March. As a matter of policy, the committee has recommended a program to 
keep titanium production one step ahead of foreseeable demand and to create 
a moderately large inventory of sponge financed by the Government so that 
sudden spurts in demand can be taken into account. This is the so-called work- 
ing inventory, the interim objective of which has been set at 4,000 tons. Against 
this as of August 15, approximately 1,300 tons had been built up. In addition, 
new production contracts have been negotiated with three new producers that 
will increase United States productive capacity to some 32,000 tons per year. 
Discussions and negotiations are under way with about 12 other potential new 
producers. As a further step, titanium sponge has been added to the list of crit- 
ical and strategic materials to be stockpiled under Public Law 520 and an interim 
stockpile objective established. 


Nonmetallic minerals 


ODM requested the Department of the Interior on August 16, 1954, to prepare 
basic analyses of the declining domestic production of fluorspar and recom- 
mend a program to maintain the fluorspar production adequate for a component 
of the mobilization base. 

ODM encouraged from time to time as opportunity occurred, further steps in 
experimental technical work and tests to obtain satisfactory synthetic sub- 
stitutes for scarce natural materials, especially in cases where the United 
States supply is wholly, or almost wholly, imported (for example, asbestos, 
corundum, kyanite, mica and talc). 
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Nonferrous metals 

In April 1954, the ODM authorized the GSA to acquire 60,000 long tons of 
tin from the RFC under the Defense Production Act. A total of 40,000 tons of 
this amount consisted of RFC inventories, and 20,000 tons represented tin to 
be obtained from Indonesia. (8,000 tons to be in form of concentrates, and 
12,000 tons in tin metal.) In May the ODM authorized the Federal Facilities 
Corporation (successor to RFC in these matters) to continue the operation of the 
Texas City tin smelter for another year, and later approved the use of the 
borrowing authority under the Defense Production Act for 17,000 tons of tin 
to finance the operation of the smelter. A working-capital advance also was 
approved to permit tin-ore production and exploration to continue in Alaska, the 
only sizable source of such ore in the United States and possessions. 

A domestic mercury expansion program was developed by the delegate agencies 
on the request of ODM and then was approved by the ODM. 

The use of Defense Production Act funds was approved for a research program 
by the Bureau of Mines to develop metallurgical processes for the extraction 
of selenium from low-grade domestic deposits, and for research by the Battelle 
Memorial Institute on the recovery of selenium from certain vegetation which 
collects the mineral from seleniferous soils. 

By far the largest Defense Production Act assistance in effect in the non- 
ferrous metals is for the expansion of the copper supply. Contract obligations 
for this metal total about 1,337,000 tons. Annual production from these projects 
is expected to rise to more than 200,000 tons in 1955 as compared to an estimated 
85,000 tons in 1954. 


Ferroalloys 

To increase the supply of nickel—-still one of the most important defense prob- 
lems—ODM authorized the expenditure of $43 million to increase production at 
the Nicaro Cuban operation by 21 million pounds of nickel annually, a 75-percent 
increase with production to begin in 1956. Funds also have been authorized to 
cover research on nickel recovery from Cuban laterite ores through pilot-plant 
operation. In view of delayed scheduled deliveries to the stockpile, the procure- 
ment of above-market-price nickel has been authorized. 

Cancellation of deliveries under existing contracts of metallurgical manganese 
in view of prospective overrun earlier of the year was stopped pending review 
of the supply situation. At the conclusion of the review, a new minimum stock- 
pile objective and a long-term objective were established. In view of the supply 
situation, including stocks at hand and probable deliveries under stockpile and 
DPA contracts, it appears that the minimum stockpile objective has been ex- 
ceeded by a wide margin and the long-term objective is being approached. Re 
search projects financed under the manganese-expansion program are con- 
tinuing which may develop more economic processes for recovery of Manganese 
from low-grade domestic ore. 


Iron, steel, and coal 


After consultation with numerous industry officials and representatives of 
Government agencies, Mr. R. J. Wysor, a consultant from the steel industry, 
prepared a detailed report entitled “A Study of Iron and Steel Industry Safe- 
guards for Emergency Defense.” This report will be used to provide appro- 
priate guidance for further Government action on a variety of problems in con- 
nection with maintaining the steel mobilization base. 


Chemical and rubber 


In the chemical field accelerated tax amortization has been the main form of 
Government assistance in securing expansion. Accordingly, during the year all 
the chemical expansion goals were reviewed and placed on the open or closed lists. 
The expansion goal for nitrogen—an important strategic chemical—was revised 
and increased to 3.5 million tons of contained nitrogen. As the nitrogen goal 
was quickly oversubscribed it was then closed. 

Early in 1953 the ODM prepared a report for the Bureau of the Budget recom- 
mending the building of a new helium plant. The Bureau of Mines has been 
operating four Government-owned helium plants and increasing demand indi- 
cated the need of a new facility. Congress has now approved an appropriation 
of $6 million for such a plant. 

A castor-bean production program to be supported by borrowing authority 
funds was approved. It provides for the purchase of castor beans from producers 
at a price of 6 cents per pound. New borrowing authority certificates for 10 
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agricultural programs were issued, but before this was done the Department of 
Agriculture took steps to liquidate 300 million pounds of linseed oil, which had 
been held in inventory. 

During the first half of the fiscal year 1954 the rubber-rotation program ap- 
peared to have a serious impact on the natural rubber market, and especially 
op certain rubber-producing areas. A study was completed in April 1954 which 
resulted in the establishment of a rubber-rotation program designed to have a 
minimum impact upon the natural rubber markets as well as to protect the 
publie’s interest in the stockpile. Arrangements were made to continue the 
Latin-American rubber-research program by the Foreign Operations Administra- 
tion for the fiscal year 1955 on a somewhat reduced scale. 


Agricultural and forest products 


In cooperation with GSA, the cordage industry and other interested Government 
agencies, a plan for rotating abaca from the stockpile was developed which is 
anticipated to be in operation by October 1954. A similar plan for sisal is being 
developed. 

The ODM provided policy guidance to RFC (and subsequently GSA) with re- 
spect to the level of operations of the Government’s Central American abaca 
plantations. Liquidation of the operation in Panama was authorized as uneco- 
nomic and not required for the maintenance of an adequate mobilization base. 

The Division initiated and coordinated interagency consideration of mobiliza- 
tion problems which exist with respect to the production, distribution, and pro- 
curement of lumber and other forest products (including pulp, paper, and paper- 
board). The Division also coordinated interagency consideration of industry's 
research program for the development of a wooden truck body which would be 
required in the event of an emergency und recommended the procurement by the 
Department of Defense of a sufficient number of these bodies to permit actual 
field testing and to provide production experience to industry. 


IV. CURRENT NEEDS 


The major reason for al, of the stockpiling and materials expansion programs 
is to provide the materials required for military and essential production in time 
of war. Accordingly, adequate, timely, and detailed information on future mili- 
tary needs for various materials is absolutely essential. In addition, of course, 
it is necessary to have appropriate information on industrial and civilian uses 
of various materials but these are generally more readily obtainable in that they 
can often be obtained by forward projection of current-use patterns. 


Vv. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


Materials planning for defense is currently carried out on two different major 
sets of assumptions as follows: 

A. A partial defense effort superimposed on the normal peacetime economy (as 
was the situation in the Korean war). 

B. A complete defense effort as would exist under full mobilization and total 
war. 

Our present planning is designed to provide an adequate supply of materials 
to meet the higher requirement of either A or B above. The supply of materials, 
depending on the situation, will come from different combinations of domestic 
production, imports from accessible sources, and Government stocks. It would 
appear that our planning therefore should be adequate to meet any situations 
intermediate between the extremes of A and B. 

We plan to review all materials-expansion programs, expansion goals, and 
stockpile objectives at appropriate intervals to insure that they reflect current 
conditions. In addition, the materials staff, in cooperation with the various 
delegate agencies such as the Departments of Agriculture, Commerce, and In- 
terior, have hundreds of other materials under surveillance so that new pro- 
grams can be initiated if required to meet present or future defense needs. 

In the period 1951 through 1953 major expansions of raw-materials produc- 
tion capacity were undertaken assisted by accelerated tax amortization, and by 
procurement contracts and market guaranties under the Defense Production 
Act. It becomes increasingly important with the passage of time that much of 
the enlarged mobilization base that resulted from this effort be appropriately 
maintained. For example, recent declines in domestic lead-zinc mine production 
have called for increased stockpiling of newly mined domestic material in order 
to maintain domestic mine-production base. 
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VI. CHANGES IN ORGANIZATION 
The ODM materials area was reorganized during the past year to better dis- 

charge the functions of the agency resulting from Reorganization Plan No. 3 
and other legislation. The materials staff has been organized into seven func- 
tional groups based on logical commodity groupings as follows: 

Light Metals Division 

Nonmetallic Minerals Division 

Nonferrous Metals Division 

Ferroalloys Division 

Iron, Steel, and Coal Division 

Chemicals and Rubber Division 

Agricultural and Forest Products Division 
Each of these commodity divisions is advised by an appropriate interdepart- 
mental commodity committee which brings together the chief commodity ex- 
perts of the various agencies of the Federal Government. In addition to the 
basic commodity divisions outlined above, there is a small staff to aid the As- 
sistant Director for Materials in discharging his responsibilities. 

In the past year it became clear that responsibility in the Federal Government 
for metals and minerals required clarification. This matter was considered by 
the President’s Cabinet Mineral Policy Committee and it was decided that the 
Department of the Interior should be primarily responsible for metals and 
minerals production. The various Executive orders and Defense Mobilization 
orders are currently being amended to clarify this assignment of responsibility. 
In the meantime a close working relationship with the Department of the In- 
terior, in particular with the Assistant Secretary for Mineral Resources, has 
already been firmly established. 


STABILIZATION 


I, AUTHORITY 


The stabilization functions of the Office of Defense Mobilization are of three 
kinds: (1) The completion of certain wage, salary, and price proceedings under 
the authority of the Defense Production Act and Executive Order 10494; (2) the 
completion of certain rent proceedings under the authority of the Housing and 
Rent Act of 1947, as amended ; and Executive Order 10475; and (3) planning for 
future contingencies under the authority of the National Security Act of 1947 
and Executive Order 10480. 


Il. LIQUIDATION ACTIVITIES 


Title IV of the Defense Production Act, as amended, which provided authority 
for the establishment and maintenance of wage and price ceilings, expired on 
April 30, 1953. In his first state of the Union message, the President directed 
the prompt decontrol of wage ceilings and established an orderly program for 
the decontrol of prices. Similarly, the Housing and Rent Act of 1947, as 
amended, expired on April 30, 1954, although the few critical defense areas where 
Federal controls remained had been terminated by December 31, 1953. At the 
present time, there are no remaining active Federal controls, although the States 
of Massachusetts, Connecticut, New York, and New Jersey, and the cities of 
Philadelphia and Baltimore have local rent control, and the Commonwealth of 
Puerto Rico has continued a stabilization program in several fields. 

However, both the general-savings statute (1 U. S. C., sec. 109) and similar 
provisions of the Defense Production Act and the Housing and Rent Act provide 
that enforcement of violations of wage, price, and rent regulations are to be 
continued. As late as May 24, 1954, in Allen v. Grand Central Aircraft Corp., a 
case involving a violation of wage regulations, the Supreme Court unanimously 
endorsed this construction of the law. 

As a consequence, faithful execution of the laws required that successor agen- 
cies carry out enforcement programs begun under earlier statutes. Thus, at 
the time the Office of Rent Stabilization was abolished and the critical defense- 
housing-areas program assumed by the Office of Defense Mobilization, some 1,500 
rent-enforcement cases were transferred to the Department of Justice. In the 
case of price-enforcement proceedings, the Economic Stabilization Agency, which 
took over all the functions of the Office of Price Stabilization on June 30, 1953, 
gradually transferred to the Department of Justice full responsibility for some 
1,200 of such cases. 
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This was confirmed by Executive Order 10494 of October 14, 1953, which dis- 
tributed the liquidating functions of the Economic Stabilization Agency among 
the Department of Justice, the Department of the Treasury, and the Office of 
Defense Mobilization. The Treasury Department received responsibility for 
fiscal and personnel functions, and the Office of Defense Mobilization was given 
the responsibility of concluding administrative appeals in the wage, salary, and 
price areas, a function that it already was performing with respect to rent. By 
virtue of statutory provision, the Economic Stabilization Agency went out of 
existence on October 31, 1953. 

At the time the Office of Defense Mobilization acquired these additional liqui- 
dation functions, there were outstanding some 24 administrative appeals in the 
wage, salary, price, and rent areas. In the price and rent areas, private persons 
were continuing their appeals under sections 407 or 408 of the Defense Production 
Act, and its counterpart, in an amendment to the Housing and Rent Act, for the 
purpose of securing a declaration by the Government or on appeal to the Emer- 
gency Court of Appeals that particular regulations were invalid. If they could 
secure such determinations, then the enforcement suits outstanding against them 
would be nullified. 

In the wage and salary field, the administrative appeals were of a different 
nature. Under section 405 (b) of the Defense Production Act, the President 
was authorized to determine whether violations of wage and salary regulations 
had occurred, and to assess penalties for such violations. This function had 
originally been delegated to the Economic Stabilization Agency, and thence to 
the National Enforcement Commission: However, after wage and salary con- 
trols were terminated in February 1953, several employers secured injunctions 
from district courts forbidding the completion of administrative proceedings in 
this area. In two cases, Franklin v. Jonco Aircraft Co. and Allen v. Grand 
Central Aircraft Corp., the Supreme Court decided this matter in favor of the 
Government. 

The disposition of many of the wage and salary appeals was delayed until the 
second of these cases was decided on May 24, 1954. Since that time a number of 
these have been settled by stipulation, with only four such proceedings remain- 
ing, half of which are of substantial importance. In the price and rent areas 
there also remain 4 appeals, but 1 of which is of substantial importance. Barring 
unexpected developments, all of these should be terminated by December 31, 
1954, at the administrative level. 


Ill, PLANNING ACTIVITIES 


During the past year the Office of Defense Mobilization has prepared draft 
measures to carry out the objective of a temporary 90-day freeze. These are 
available to the President should he decide to recommend such legislation to the 
Congress. Similarly, the agency has formulated a comprehensive general freeze 
regulation which could implement temporary legislation, or which could be 
quickly adapted to any stabilization legislation which Congress might enact. 
Some work has been done on preparing drafts of longer-range stabilization 
measures. 

In approaching the task of stabilization planning, the Office of Defense Mobi- 
lization has emphasized the concept of equality of sacrifice in each program. 
Also, an attempt is being made to insure a greater role for so-called indirect 
tax and credit controls in the event of another crisis, and to relate such controls 
to the more direct controls. Similarly, it is proposed to relate stabilization plans 
to production plans. 

The experience of Korea demonstrated that the Government could not limit its 
preparation to the type of conditions surrounding World War II; nor can such 
preparations be limited to these two situations alone. As a consequence, it has 
now become necessary to plan for all types of situations, including atomic attacks 
upon the United States itself. 

In order to benefit from the past two experiences of governmental price fixing 
the ODM has received the benefit of expert opinion from industry in all instances 
on a voluntary basis. In addition, other agencies of the Government have been 
asked to do specific work in particular fields of stabilization preparedness. 
Interested agencies also have been brought together by the Interagency Emer- 
gency Stabilization Committee to discuss major policy issues. This committee 
consists of ranking officials of the Treasury Department, the Departments of 
Agriculture, Interior, and Commerce, and the Federal Reserve Board. 
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MANPOWER 
I, AUTHORITY 


1. The Assistant Director for Manpower of the Office of Defense Mobilization 
coordinates the development and execution of manpower policies and programs 
by appropriate departments and agencies, and serves as the Director's principal 
adviser in regard to the formulation and execution of manpower policies and the 
development of supply and requirements for manpower relative to defense 
mobilization programs. 

2. The functions of the Assistant Director for Manpower are set forth in ODM 
General Administrative Order IV-1, based upon the authority vested in the 
Director by the National Security Act of 1947, as amended; Reorganization Plan 
No. 3 of 1953; the Defense Production Act of 1950, as amended; Executive Order 
10438 of March 13, 1953; Executive Order 10461 of June 17, 1953; and Execu- 
tive Order 10480 of August 14, 1953. 


Il, SUMMARY OF ACTIVITIES 


During the past year, the Office of Defense Mobilization has coordinated and 
directed the defense manpower activities of the Government through the ODM 
Manpower Policy Committee, made up of policy-level representatives of the De- 
partments of Labor, Defense, Agriculture, Health, Education, and Welfare, the 
Selective Service System, the Civil Service Commission, the Federal Civil Defense 
Administration, the Housing and Home Finance Agency, and the Defense Trans- 
port Administration. The Assistant Director for Manpower of ODM serves as 
chairman of this committee. 

In addition, advice and assistance have been obtained from labor and manage- 
ment on all proposed manpower policies and programs through the national 
Labor-Management Manpower Policy Committee. 

Following is a summary of the manpower operations during the past year: 


Report on manpower resources for national security 


In January 1954 a report was conciuded and presented to the President on 
Manpower Resources for National Security. The basic conclusion of this report 
is that as of today we have the manpower and skills on our side necessary to 
win a war with the Soviet bloc. Despite certain disadvantageous population 
trends, it is believed that armed forces as large as those in World War II could 
be raised and provided with effective logistical support. However, shortages 
of manpower, particularly in scientific, engineering, and highly skilled occupa- 
tions, would be acute and would require very careful allocation and utilization 
in both military and supporting civilian activities. 

This manpower superiority can be preserved only by appropriate and effective 
action to develop and utilize the manpower resources of the United States and 
more effective collaboration in manpower programs of other nations of the free 
world. 


Reserve mobilization requirements 


The President directed the Office of Defense Mobilization and the Department 
of Defense to develop proposals with regard to the size, composition, training, 
organization, and call to active duty of members of all military Reserve com- 
ponents. Accordingly, a report on Reserve mobilization requirements was devel- 
oped, providing for (1) Reserve forces of the size and composition necessary to 
augment the active forces in the event of national emergency; (2) allocation on 
a selective basis between military and essential civilian activities of men having 
critical occupations; and (3) equity of service in both Active and Reserve 
forces. This program is now under consideration by the National Security 

Youncil, and it is expected that legislation designed to implement the National 
Security Council decision will be submitted to the Congress at the next session. 
A manpower program for full mobilization 

The National Labor-Management Manpower Policy Committee completed and 
recommended to the Director of the Office of Defense Mobilization a manpower 
program for full mobilization based upon the voluntary cooperation of labor, 
management, and the Government. At the same time, the Committee recom- 
mended significant medifications of the national manpower mobilization policy. 
As a result of these recommendations, a new national manpower mobilization 
policy is being drafted for submittal to the National Security Council. The rec- 
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ommendations of the Council and the action taken by the President on this man- 
power policy and program will establish a clear pattern for the development of 
an overall strategy for the mobilization of manpower in the event of war. 
Initiation of work on an executive reserve 

A study of the Government’s requirements for executive personnel in the event 
of mobilization was conducted and a basic proposal developed for the establish- 
ment of an executive reserve group. This proposal is now under study by the 
Office of Defense Mobilization, the Civil Service Commission, and the Bureau of 
the Budget, with the aid of consultants drawn from industry, labor, and educa- 
tion. It is anticipated that the basic structure of the executive reserve program 
will be established by November 1 and that the operational aspects of the program 
will be initiated by that time. 

While it is not expected that the executive reserve would comprise all the 
top-level personnel needed in the event of emergency, it is designed to provide 
a nucleus of highly qualified men and women available to institute and direct 
key ele nents of a national mobilization program. 


Study of mobilization base requirements of the watch industry 


In July 1953, information was received that production and employment levels 
in the American jeweled watch manufacturing industry threatened to decline to 
the point that the mobilization base of highl: specialized skills would be im- 
periled. Accordingly, a study was made of the essentiality to national security 
of thie jeweled watch industry. As @ result of this study, it was concluded that 
the skills of the American jeweled watch industry are essential to the national 
security and that production and employment levels in the industry are such as 
seriously to threaten preservation of those skills. As a result of this study, it 
was recommended to the President that action be taken which would assist in 
providing an economic environment favorable to the healthy growth of the watch 
industry through effective competition with all other manufacturers of horo- 
logical products. 

Interdepartmental Committee on Training of Scientists and Engineers 

In May 1954 the President directed the Office of Defense Mobilization to organ- 
ize and chair a special Interdepartmental Committee on Training of Scientists 
ind Engineers, comprised of representatives from the Department of Defense, 
Wepartment of Commerce, Department of Health, Education, and Welfare, 
Department of Labor, Atomic Energy Commission, and National Science 
Foundation. 

The Committee appointed a task group, chaired by the Assistant Director for 
Manpower, which is studying ways and means for improving both the number 
and the quality of trained engineers and scientists. It is anticipated that a 
report will be ready for Cabinet consideration in October 1954. 


Revised Defense Manpower Policy No. 4 

In November 1953 Defense Manpower Policy No. 4, entitled “Placement of 
Procurement and Facilities in Areas of Current or Imminent Labor Surplus,” 
was revised. Consistent with an amendment to the Department of Defense 
Appropriations Act, the policy prohibited the payment of price differentials. 
It also eliminated the former bid-matching procedures under which firms in 
labor-surplus areas could obtain negotiated contracts by matching the best pro- 
posals from firms in other than distressed areas. Some firms had argued that 
the former procedure worked a hardship on them, since, after spending both time 
and money in preparing a low bid, the contract could be awarded elsewhere. 

The revised policy provided that portions of procurements could be set aside 
for negotiation with firms in labor surplus areas, the remainder of the purchase 
being awarded under normal competitive methods. To obtain a “set-aside” con- 
tract, a firm in a labor surplus area must meet the price established through the 
competitive buying procedure. 

During the period from January 1 through June 30, 1954, military contracts 
valued at $507.1 million were awarded to firms in labor surplus areas. Of this 
total, $6.4 million were awarded through the “set-aside” procedures. Thirty- 
five of the forty-four set-aside contracts were awarded to small business firms, 
having a total value of $3.8 million. 

The revised Defense Manpower Policy No. 4 also listed for the first time 
the various types of assistance available to labor surplus areas from other Gov- 
ernment agencies such as the Department of Commerce, Department of Labor, 
and Small Business Administration. It is believed that these activities have 
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resulted in greater efforts at self-help on the part of local communities and in 
more intensive Competition for Government procurement on the part of small 
business firms in these areas. 


Defense facility expansions in chronic labor surplus areas 

In order to further encourage the expansion of production facilities in areas 
likely to have sufficient manpower in the event of full mobilization, a policy 
was issued on November 4, 1953, providing that firms eligible for accelerated tax 
amortization within existing regulations and approved expansion goals, and 
which locate in areas of chronic labor surplus, would be allowed certification of a 
higher than normal percentage of capital investment. Through September 15, 
1954, 23 certificates of necessity were approved under this policy involving total 
capital investment of $167 million. The additional certification ranged from 10 
to 25 percentage points. These expansions are expected to provide direct em- 
ployment of approximately 8,000 workers in areas of chronic labor surplus in 
addition to requirements for construction workers and the generation of em- 
Ployment in retail and service activities. 


TELECOMMUNICATIONS 


The Office of Defense Mobilization provides the focal point for the coordina- 
tion of telecommunication within the executive branch of the Government. 
Section 108 (c) of the National Security Act as amended by Reorganization 
Plan No. 3 of 1953, provides that the Director of the Office of Defense Mobiliza- 
tion shall advise the President concerning the coordination of military, indus- 
trial, and civilian mobilization. One of the key elements in mobilization today 
is telecommunication. Executive Order 10812 of December 10, 1951, as amended 
by Executive Orders 104838 of March 13, 1953, and 10461 of June 17, 1953, pro- 
vides that CONELRAD plans shall not become effective until they have been 
concurred in by the Secretary of Defense and the Director of the Office of De- 
fense Mobilization. 

The Director has been charged by the President under Executive Order 10460 
With assisting and advising him with respect to coordinating the development 
of telecommunication plans, policies, and programs of the executive branch of 
the Government, designed to assure maximum security to the United States in 
time of national emergency with minimum interference to continuing nongov- 
ernmental requirements. This responsibility is not limited to strictly emer- 
gency conditions, but also applicable to general peacetime functions. The Direc- 
tor also is responsible for the assignment of radio frequencies to all Govern- 
ment-owned and operated radio stations. 

The Interdepartmental Radio Advisory Committee (IRAC), which since 1922 
has handled the details of assigning radio frequencies to Government agencies, 
reports to the Director through the Assistant Director for Telecommunications. 
A member of the staff of the Assistant Director is Chairman of the IRAC. 


MOBILIZATION PLANNING 


During the last year, the Telecommunications Planning Committee (TPC) 
was reestablished with the Assistant Director as chairman and a member of his 
staff as executive secretary. A work program was revised and reissued em- 
bracing all of the planning activities delineated by Executive Order 10460 and 
apportioning this work among the panels of the TPC. This program, which is 
classified, generally includes: (a) Activities in relation to the wartime man- 
agement of telecommunications; (b) technical investigations and evaluations: 
and (c) activities in relation to matters of telecommunication security and inves- 
tigations of threats thereto. 

An inventory of all non-Government facilities engaged in overseas radio and 
wire communication is being reproduced in a machine record system. A similar 
inventory of facilities under Government control is being prepared. Require- 
ments of the various departments and agencies for emergency use of communi- 
cation facilities are being assembled and will be evaluated in order that available 
facilities may be allocated to the best advantage. It is expected that all of this 
work, which has been in process during the past 12 months, will result in an 
interim allocation plan prior to 1 January 1955, followed at a later date by a 
more permanent allocation plan taking into account the full inventory of Govern- 
ment facilities. 
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Work is in progress on an organization plan for emergency control of telecom- 
munication. Certain self-executing emergency administrative orders designed 
for issuance to delegate agencies are in the process of preparation for planning 
purposes. These orders will enable such delegate agencies to plan for the emer- 
gency action presumably well in advance of any actual emergency and to carry 
out such plans upon the happening of the emergency. 

Considerable study has been given to the problem of priority of use of telecom- 
munication facilities in time of emergency. The TPC has reviewed the work 
done in that area and has asked for further consideration by the panel charged 
with this responsibility. Priorities of restoration will receive consideration after 
priorities of use have been established. 

During the past year a considerable effort has been directed in a number of 
classified fields toward new and improved methods of communication. Two 
reports were produced and approved by the TPC. One report was forwarded, 
with appropriate recommendations, to the Director and the National Security 
Council. A second report is ready for such forwarding. Such reports will 
continue to be made available and reports are expected on two additional methods 
of communication within the next 8 months. 

Another activity of the committee is concerned with gathering information 
and making recommendations relating to the technical security of United States 
radio communication. 

RADIOFREQUENCY ASSIGNMENTS 


The Interdepartmenta!l Radio Advisory Committee (IRAC), which includes 
representatives of the 9 Government agencies which are large users of the radio 
spectrum or have a substantial interest in the spectrum, has 3 basic functions: 

(a) To formulate and recommend policies, plans, and actions to the 
Director of the Office of Defense Mobilization in connection with the manage- 
ment and usage of radio frequencies by Government agencies; to supervise 
the application and execution of such policies, plans, and actions pertaining 
to radiofrequency usage as have been approved by the Director; and to 
authorize, subject to the approval of the Director, interim or temporary oper- 
ation by Government agencies on any frequency pending the issuance of a 
new Executive order assigning frequencies to Government radio stations; 

(b) To prepare, in collaboration with representation from the Federal 
Communications Commission (FCC), a comprehensive war mobilization 
plan under which the entire United States planned use of the radio spectrum 
is set forth in case of war or emergency ; and 

(c) At the request of the Department of State and in collaboration with 
representation from the FCC, to carry out the international telecommunica- 
tien treaty obligations of the United States to bring United States use of the 
radio spectrum into conformity with the new allocation plan for radio fre- 
quencies under the Atlantic City Radio Regulations (1947) and subsequent 
agreements relating thereto (Geneva, 1951). 

During the year ended August 31, 1954, the IRAC, in providing radio fre- 
quencies for current operational requirements and in carrying out the United 
States international telecommunications treaty obligations, engaged in more than 
25,000 actions concerning frequency assignment matters. It compiled and sub- 
mitted to the President a proposed Executive order assigning frequencies to 
Government radio stations. The proposed order is the first complete record of 
assignments to United States Government stations prepared for issuance as an 
Executive order since the year 1928. The compilation and reproduction of this 
record on a current basis was made possible by the recently installed machine 
record system. This record, in conjunction with the FCC record of assignments 
to non-Government stations, forms a complete and accurate record of all United 
States assignments in the United States, its Territories, and possessions. 

The war emergency frequency plan below 27.5 megacycles was essentially 
completed for certain frequencies and bands of frequencies in mid-1953. Dur- 
ing the past year, a list of frequencies currently assigned to non-Government 
radio stations, the use of which could be discontinued in the event of mobiliza- 
tion and as a result of the invocation of section 606 of the Communications Act 
of 1934, as amended, was maintained current and is under coordination in con- 
nection with mobilization planning for telecommunication facilities. Prelimi- 
nary work was completed for the spectrum above 27.5 megacycles, war emer- 
gency requirements of all agencies were obtained and summarized for the region 
of the spectrum between 27.5 and 108 megacycles, and conflicting requirements 
or deficiencies are in the process of being resolved. War emergency require- 
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ments up to 400 megacycles have been assembled and are ready for consideration 
for allocation to meet war emergency conditions. 

The United States made considerable progress within the past year in bring- 
ing its radio operations into conformity with the Atlantic City Table of Fre- 
quency Allocations. Conflicting operations were removed from aeronautical 
frequencies for five world areas on or ahead of schedule and from the cargo 
ship working frequency bands. Some progress was made toward removing 
conflicting United States operations from the passenger ship frequency bands 
now scheduled for being brought into use January 1, 1955. Nevertheless, satis- 
factory progress was made. Work remaining to be done in this area includes 
the removal of conflicting United States operations from the few remaining 
frequencies in the Pacific area aeronautical plan, the passenger ship bands, 
the coast telephone and telegraph bands, the completion of adjustment of United 
States operations to conform with the regional plan for frequencies between 
2,000 and 4,000 kilocycles, and the final adjustments necessary to move into 
the appropriate bands any fixed service operations not transferred during the 
process of clearing the various area and service bands. 


CHANGES IN ORGANIZATION 


On August 26, 1954, the President appointed a Cabinet Committee on Tele- 
communications Policy and Organization, with the Director of ODM as chair- 
man. The other members are the Secretaries of State and Defense, with other 
agencies being represented when their interests are concerned. 

This committee is responsible for development of a comprehensive statement 
of the nature of our national telecommunications problems and recommenda- 
tions for meeting the national and international telecommunications objectives 
of the Government, with respect to public and private resources. The commit- 
tee also was asked to recommend organizational changes in the Government 
structure and administrative action needed to facilitate accomplishment of tele- 
communications policies and action programs. 


NONMILITARY DEFENSE ACTIVITIES 
REpUCING URBAN TARGET VULNERABILITY 


1. GENERAL PROGRAM AND AUTHORITY 


1. In 1952, Project East River reported to its sponsoring agencies (NSRB, 
DOD, and FCDA) that a manageable civil-defense program was possible only 
if there were a considerable improvement in the military defense of the coun- 
try and if a vigorous program were undertaken to reduce the target vulnerability 
of the Nation’s large industrial-population centers. This program involves the 
application of the principles of the industrial dispersion policy to every other 
—— = economic development—housing, roads, hospitals, and other community 

acilities. 

2. Sec. 103 (c) of the National Security Act of 1947, as amended by Reorganiza- 
tion Plan No. 3 of 1953, makes the Director of ODM responsible for development 
of programs for this purpose. 


Il, SUMMARY OF ACTIVITIES 


The Office of Defense Mobilization has completed a study of possible actions 
to reduce urban vulnerability and the measures that would be necessary to imple- 
ment them. Several agencies, notably the Housing and Home Finance Agency, 
have accepted responsibility for planning and carrying out specific portions of the 
overall program. 

A number of organizations outside of Government have conducted studies of 
the problem and have contributed technical assistance in working out solutions. 
Among these are the American Institute of Architects, American Institute of 
Planners, Life Insurance Association of America, National Fire Protection Asso- 
ciation, and the American Society of Planning Officials. 

The President recommended and Congress recognized the need for action along 
this line by including in the Housing Act of 1954 a section providing that Fed- 
eral housing activities were to be administered in such a manner as to assist 
in reducing the vulnerability of the Nation’s target areas. 
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Ill, PROGRAM EFFECTIVENESS 


There is a growing recognition of the fact that the large industrial metropolitan 
areas upon which our ability to produce the materiel and furnish the manpower 
to defend the country are dependent are extremely vulnerable to attacks 
which are known to be within the capability of the Soviet Union. Despite this, 
however, the concentration of people and economic resources in a relatively 
few cities has continued almost unabated. 

It is evident that the hope for reversal of this trend will lag several years be- 
hind the countertrend of big industrial plants to locate away from congested 
areas. For example, while approximately three-quarters of the major new in- 
dustrial plants have been located on dispersed sites, the population of the New 
York metropolitan region has increased by 134 million since the 1950 census— 
a 4-year increase practically equivalent to the entire increase in the decade 
between 1940 and 1950. 

IV. CURRENT NEEDS 


It is vitally important for the entire country to attain a balanced view of the 
overall continental defense problem—in order that necessary action be under- 
taken to close the gap between military defense and the vulnerability of our 
people and productive capacity—without adopting a “Maginot Line” attitude of 
reliance on defensive measures alone. 

This problem can be solved only when security considerations are given ade- 
quate weight in every decision affecting economic development that is made by 
the Government, by industry, by State and local leaders. 

The greatest need at the present time is for more technical knowledge on which 
to base standards for action programs and the release of more unclassified in- 
formation to attain greater public understanding of the need for action. 


V. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


It is anticipated that a national policy for reducing urban vulnerability will 
be agreed upon and announced in the near future, and that the Federal Civil 
Defense Administration will assume responsibility for promotion and coordination 
of the overall program. It will then be necessary to adapt the general policy 
to the various Federal activities that affect economic development and to furnish 
technical guidance to the States, local governments and nongovernment organi- 
zations which can be most influential in carrying out the program. 


VI. ORGANIZATIONAL CHANGES 

No important changes affecting this program during the year. 
CONTINUITY OF GOVERNMENT 
I. PROGRAM AND AUTHORITY 


1. This program includes a series of measures intended to assure the con- 
tinuity of essential functions of the Government in the event of attack on the 
United States. 

2. The authority is contained in section 108 (c) of the National Security Act 
of 1947. 

Il. SUMMARY OF ACTIVITIES 


During the past year, emergency relocation plans have been virtually com- 
pleted for executive branch agencies. 

The program includes action by the agencies to assure maintenance of execu- 
tive direction, through designation of emergency successors to key positions, and 
predelegation of emergency authority to regional and field offices. It also in- 
cludes the duplication and preservation of essential operating records at secure 
locations. 

A very limited test of the emergency relocation plan was held in conjunction 
with the nationwide civil-defense exercise June 14. It proved the basic soundness 
of the plan, at the same time showing certain deficiencies for which correctional 
steps are being taken. Additional tests will be conducted from time to time— 
just as military forces must conduct maneuvers—to improve and assure opera- 
tional readiness of the plan. 
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NATIONAL DEFENSE PRODUCTION AND CONTROLS 


Ill. PROGRAM EFFECTIVENESS 


The emergency relocation plan and other preattack measures to assure con- 
tinuity of government have progressed considerably during the year. Since 
their adequacy depends greatly upon improvement in the amount of warning 
time, however, they are considered at best to be only stopgap and inadequate 
substitutes for a program of progressive permanent nearby relocation of the 
essential functions of Government. This will be particularly true with the ad- 
vent of the threat of attack by intercontinental guided missiles, of which there 
can be little or no warning. 

IV. CURRENT NEEDS 


Every attempt is being made to carry out this program without additional 
expenditure of funds and within the limits of capability of normal ageney 
staffs. In general, the agencies have’ undertaken the work calmly but with 
proper recognition of its importance to national security. 

There is a need for greater recognition of the threat and the necessity for 
these activities, in those few cases requiring expenditure of funds for either 
protection of vital facilities and personnel or for preattack preparations for 
emergency operations. 

It is important, both to continuity of government and as a mark of leadership 
to the industry and communities of the country, that new Federal facilities, 
whenever possible, be located well away from vulnerable target areas. Facilities 
which, for impelling reasons, inust be built in vulnerable locations, should include 
protective construction to safeguard both their employees and their records and 
equipment, 

Vv. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


The program will require continued testing and improvement, in the light 
of increasing knowledge regarding the nature of the threat. 


VI. CHANGES IN ORGANIZATION 
None. 


FOOD PROGRAM 


I. AUTHORITY 


1. The purpose of the food program is to insure food supplies which will be 
adequate under various stages of mobilization, including that required by attack 
with nuclear weapons. 

2. Authority to carry on this program is based on the Defense Production 
Act of 1950, as amended; National Security Act: the Universal Military Training 
and Service Act; the Strategic and Critical Materials Stockpiling Act and other 
legislation. It is also based on Executive Order 10480. 


Il. SUMMARY OF PROGRAM 


1. The food program covers a wide range of activity extending from plans to 
identify gaps in the mobilization base to the flexible control measures which 
might have to be used in an emergency. 

2. In accordance with Executive Order 10480 and Defense Mobilization Order 
I-7, the food program is carried out through the Department of Agriculture. In 
order to guide the Department in the work to be done, the Director of ODM 
issued Defense Mobilization Order I—9, on February 25, 1954. 

3. DMO I-9 indicates that the Secretary of Agriculture will be responsible 
for the development and administration of preparedness measures relating to 
food and the domestic distribution of farm equipment and commercial fertilizer. 
Measures for which the Secretary is responsible include: 

(a) Periodical evaluation of the supply of and requirements for food and 
supporting nonfood material and facilities and manpower so as to permit the 
best use of resources and identification of deficiencies in the mobilization base. 

(b) Current activities designed to overcome deficiencies in the mobilization 
base for food facilities and to cooperate with other agencies in overcoming 
deficiencies in the capacity to produce supporting materials such as fertilizer, 
farm machinery, chemicals, and containers. 

(c) Development of standby controls for use when needed. 

(ad) Cooperation with the Department of Labor and other agencies to insure 
the availability of manpower. 







UNIVERSITY OF MICHIGAN LIBRARITS 































~_«— 


——.--= 


~ 
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(e) Assistance to ODM in formulating plans for the stockpiling of critical and 
strategic materials and taking related action. 

(f) Cooperation with ODM in developing stabilization measures for food. 

(g) Guidance and leadership in developing plans and programs to insure 
continuity of operation of vital food facilities in event of attack. 

(h) Development and maintenance of plans to insure continuity of essential 
functions of the Department in event of attack. 


III, PROGRAM OF ACCOMPLISHMENTS 


Emphasis has been placed on activities relating to the adequacy of the mobiliza- 
tion base and the protection of facilities and Government operation. Following 
are some activities of the Department of Agriculture which have been encouraged 
and coordinated by ODM during the past year. 

1. In order to determine the possible deficiencies in the mobilization base, work 
has continued in the analysis of probable supplies of and requirements for food 
in a period of full mobilization, together with requirements for nonfood materials 
and manpower. 

2. The program under section 303 of the Defense Production Act is being 
conducted to make up deficiencies in the production of castor beans and oil. 
Action is underway in cooperation with the Department of Commerce to achieve 
the nitrogen expansion goal. 

3. The Department has continued to assist in the planning of objectives for the 
national stockpile and in obtaining materials for the stockpile. 

4. ODM has received technical advice from the Department on matters per- 
taining to economic stabilization in wartime. 

5. ODM has received a series of preliminary reports on the vulnerability of 
certain food industries, accompanied by tentative recommendations and measures 
to reduce or compensate for the vulnerability. 


IV. FUTURE OBJECTIVES AND MAJOR PROBLEMS 


1. ODM will encourage the Department to proceed as rapidly as possible with 
the development of preparedness measures in accordance with DMO I-9. 

2. Attention must be given to the coordination of the food program authorized 
under DMO I-9 with the Department's civil-defense food responsibilities, out- 
lined in delegation II of the Federal Civil Defense Administration. 


SNERGY AND FUELS 


The President, on July 30, 1954, announced the formation of a Cabinet Com- 
mittee on Energy Supplies and Resources Policy. The Committee is comprised 
of the heads of the Departments of State, Defense, Justice, Interior, Commerce, 
and Labor, with the Director of ODM as chairman. 

At the direction of the President the Committee will undertake a study to 
evaluate all factors pertaining to the continued development of energy supplies 
and resources and fuels in the United States, with the aim of strengthening the 
national defense, providing orderly industrial growth and assuring supplies for 
our expanding national economy and for any future emergency. 

The Committee will review factors affecting the requirements and supplies of 
the major sources of energy including coal (anthracite, bituminous, and lignite, 
as well as coke, coal tars, and synthetic liquid fuels), petroleum, and natural gas. 


ELECTRIC POWER 


During fiscal 1954 class I utilities brought in slightly in excess of 10 million 
kilowatts of new generating capacity and for the first time approximated the 
amounts programed under the expansion goal for this area. Earlier slippages 
had been caused by materials shortages and priority problems. It is estimated 
that during the current calendar year approximately 11.5 million kilowatts of 
new capacity will be installed. 

The most recent report of the Federal Power Commission (data as of July 
$1, 1954) indicates that planned installations will exceed estimated peak demands 
by something more than 15 percent at the end of 1954, 1955, and 1956, but will drop 
to about 12 percent by the end of 1957. Fifteen percent is the margin generally 
accepted by the electric utility industry as needed to maintain a reasonable stand- 
ard of service in peacetime. 
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It would appear desirable to plan for a somewhat higher objective for use in a 
mobilization emergency to assure the meeting of all defense requirements. This 
would also permit maximum use of materials, manpower, and facilities in the 
early days of a war period for high priority, short-run production items for mili- 
tary purposes. Mobilization needs also require some extra margin to provide in- 
surance against probable attack damage, as our facilities for the first year after 
an atomic attack would consist primarily of remaining undamaged plants. The 
lead time for restoration of partially damaged facilities would be considerable 
and for new construction, a great deal longer. 

Reference to only the national totals, however, obscures a much more serious 
situation which exists in two important regions, the Pacific Northwest and the 
Southeast. The former is an important defense production area and the latter 
is rapidly growing in this respect. The margin outlook in the official statistics 
for the Pacific Northwest is alarmingly low over the next 3 years. The relatively 
greater facilities installations planned in the Southeast will only modestly im- 
prove its margin position because of the rapidly growing power demands of the 
area, 

It would appear significant that the monthly estimates of peak load at the end 
of 1955, 1956, and 1957 submitted to the Federal Power Commission by all class 
1 utilities have increased slightly over earlier figures. For the preceding 12 to 
14 months there had been a small but constant decline in the demand outlook. 
With weekly power output at record levels during the past few months it is 
likely that demand forecasts will continue up and require further plans for new 
facilities in order to maintain good operating margins. 

During the last water season (September 1953 to March 1954) power short- 
ages in the Pacific Northwest and resultant production losses (particularly 
aluminum) were averted by withdrawing 200,000 acre-feet of stored water from 
the Hungry Horse Reservoir. This was highly successful as better-than-median 
streamflow last spring permitted full replacement of the “borrowed” water. This 
result is not one that can be counted on each year but at this time the new season 
is just beginning with an outlook for much better conditions than a year ago. 


PETROLEUM 


With respect to petroleum and petroleum products, a new and comprehensive 
study of free-world supply and demand in wartime has just been initiated. It 
will supersede the earlier study completed in December 1952 and provide an up-to- 
date basis for programing to meet such deficiencies as may be forecasted in 
production, refining, transportation, and storage. 

Coordination of petrolenm programs stemming from the 1952 study is a current 
responsibility of the Office of Defense Mobilization. Military requirements and 
basic assumptions for the new study have been provided by the Department of 
Defense. The work is to be done under the direction of the Departments of 
Defense and Interior by the Military Petroleum Advisory Board, a group drawn 
from a cross section of the petroleum industry. It is hoped to complete the work 
by the end of calendar 1954. 

COAL 


In addition to the Cabinet Committee on Energy Supplies and Resources Pol- 
icy noted above, the ODM Director also chairs an interdepartmental committee 
on the soft coal industry. This committee, established by the President on 
July 6, has been asked to determine the nature and extent of the danger to the 
strength and well-being of the Nation created by present conditions in the coal 
industry and to recommend such remedial action as can and should be taken. 
Membership of the committee is made up of the Assistant Secretaries of the 
Departments of State, Defense, Interior, Commerce, and Labor. 


COMMERCE DEPARTMENT 


THE SECRETARY OF COMMERCE, 
Washington 25, D. C., September 20, 1954. 
Hon. Homer E, CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 


Dear SENATOR CAPEHART: Referring again to your letter of August 14, 1954, 
requesting information concerning the Department of Commerce’s activities un- 
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der the Defense Production Act, I am enclosing a report of the activities of the 
bureaus and offices of the Department under that statute. 

You will note that the reporting units are different from those reporting last 
year. This is due to various organizational changes made in the Department 
since then. In October 1953 the National Production Authority was abolished 
and the residual defense production functions of that organization were assigned 
to the newly created Business and Defense Services Administration. At the 
same time, the Office of Technical Services and the Office of Field Services 
became organizational units of the BDSA. The former organizations were 
separate reporting units last year. Also, during the year, the Office of Interna- 
tional Trade was abolished and in its place there was established the Bureau of 
Foreign Commerce. These organizational changes and their effect on operations 
are more fully described in the individual sections of the report. For your infor- 
mation, we have also attached an appendix which contains the departmental 
orders effecting these changes. 

For obvious reasons the report goes beyond strict defense production activities 
in that it includes closely related operations under other statutes (i. e., National 
Security Act of 1947; Strategic and Critical Materials Stock Piling Act) and 
delegations of authority in the mobilization area from the Office of Defense 
Mobilization. 

In addition it may interest you to know that we have established a top level 
committee to coordinate mobilization and defense planning in the Department. 
The departmental order establishing this committee and explaining its functions 
and authorities is also included in the appendix. 

If any further information is desired on any of the Department’s defense 
activities, it will be made available promptly. 

Sincerely yours, 
Srnc tain WEEKs, Secretary of Commerce. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


AUTHORITY AND RESPONSIBILITIES 


The Business and Defense Services Administration was established on October 
1, 1953, by Department of Commerce Order No. 152 (18 F. R. 6503), as amended 
October 14, 1953 (18 F. R. 6791). Among the functions thereby assigned to the 
new agency, and currently performed by it, were those functions previously 
performed by the former National Production Authority, which was concurrently 
abolished. Accordingly, the Secretary of Commerce by that order delegated to 
the Administrator of the Business and Defense Services Administration the 
authority and functions vested in the Secretary under the Defense Production 
Act of 1950, as amended and extended (except with respect to the use of trans- 
portation facilities and in connection with the creation of new agencies within 
the Department of Commerce. Also delegated to the Administrator of the Busi- 
ness and Defense Services Administration were the functions and authority of 
the Secretary of Commerce under the Rubber Act of 1948, as amended. The 
functions and authority thus assigned to the Business and Defense Services 
Administration are derived from and are more fully described in the following 
documents: Executive Order 9942 of April 1, 1948 (13 F. R. 1823); Executive 
Order 10480 of August 14, 1953 (18 F. R. 4989), as amended; Defense Mobiliza- 
tion Order I-7 of August 14, 1953, as amended (18 F. R. 6736, 18 F. R. 6737) 
(formerly Defense Mobilization Order 30 (18 F. R. 5366) ) ; Defense Mobilization 
Order I-8 of February 10, 1954 (19 F. R. 875); and Defense Mobilization Order 
VII-5 of October 7, 1953 (18 F. R. 6408). 

Defense Mobilization Order I-8 referred to above assigns to the Secretary of 
Commerce certain responsibilities which, except as noted earlier, have in turn 
been delegated by him to the Administrator of the Business and Defense Services 
Administration. These duties are founded in large measure upon the Defense 
Production Act of 1950, as amended, although in part they derive from other 
closely related defense and national security measures falling within the overall 
responsibility of the Director of the Office of Defense Mobilization, viz, the 
National Security Act of 1947, as amended, and the Strategic and Critical 
Materials Stock Piling Act. The responsibilities thus vested in the Business 
and Defense Services Administration are described in paragraphs 2a to 2h of 
Defense Mobilization Order I-8, as follows: 

“(a) Current administration of the priorities and allocations program under 
title I of the Defense Production Act. 
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“(b) Development and maintenance of a simplified production control system 
including the necessary supporting orders and regulations for use in event of 
stepped-up or all-out mobilization; cooperation with the Office of Defense 
Mobilization and other appropriate agencies in planning other distribution con- 
trols related to those under his jurisdiction. 

“(e) Development of estimates of defense-supporting and civilian require- 
ments and of the materials and facilities needed to supply those requirements 
under conditions of a stepped-up or all-out mobilization; and the preparation 
of detailed studies and analyses of potential mobilization deficiencies for such 
items together with the problems involved in meeting them. 

“(d) Analyses of the problems involved in maintaining an adequate mobiliza- 
tion base in defense-supporting industries and recommendations regarding 
necessary programs. 

“(e) Current activities relating to the expansion of productive capacity and 
supply; recommendations for the establishment or modification of expansion 
goals and the programs needed to meet those goals in order to overcome deficien- 
cies in the mobilization base; screening and making recommendations on requests 
for rapid tax amortization and for loans and procurement contracts under the 
Defense Production Act and maintaining the records required to measure prog- 
ress in achieving expansion goals. 

“(f) Provides the Office of Defense Mobilization with estimates of require- 
ments of industrial consumption in connection with the stockpiling of strategic 
and critical materials. Assists the Office of Defense Mobilization in formulating 
plans for the stockpiling of strategic and critical materials and, to the extent 
necessary, in the acquisition of such materials and the expansion of domestic 
sources of supply. 

“(g) Guidance and leadership to industry in the development of plans and 
programs to insure continuity of essential production in event of attack; identi- 
fication and rating of facilities, including materials, products, processes, and 
services, based on the relative importance thereof to military and defense-sup- 
porting production and the essential civilian economy. 

“(h) Guidance to local dispersion committees and the review and approval 
of local dispersion programs.” 


ADMINISTRATIVE DEVELOPMENTS 


The BDSA, developed to carry out more effectively the Department's defense 
and defense-related responsibilities, represents a streamlining of the former NPA 
organization. ‘This permitted drastic reductions in personnel. While per annum 
employment in NPA reached a peak of 4,781 on August 31, 1951, the industry divi- 
sions and supporting staff, which became a part of the BDSA on October 1, 1953, 
consisted of only 434 per annum employees. By June 30, 1954, this figure had 
been further reduced to 360 per annum employees. It is anticipated that this 
figure will be increased slightly to provide for acceleration of BDSA _ responsi- 
bilities in connection with the mobilization readiness programs. 

The BDSA is under the general supervision and authority of the Assistant 
Secretary of Commerce for Domestic Affairs. It is directed by an administrator, 
who is appointed by the Secretary of Commerce. A deputy administrator serves 
as the chief operating aid to the administrator. Three WOC assistant adminis- 
trators advise the administrator on broad policies and programs and on their 
practical application to agency operations. 

The basic defense programs for which BDSA is responsible are developed and 
carried out by 25 industry divisions, with the assistance of an office of field serv- 
ices. Special programs are carried out in cooperation with the industry divisions 
by an office of distribution, an office of technical services, and an office of small 
business. Operating responsibility centers in the industry divisions which, in 
most cases, are under the direction of executives appointed from private industry 
to serve without compensation in accordance with the provisions of the Defense 
Production Act, as amended. 

The general functions and objectives of BDSA, as carried out through its indus- 
try divisions, are as follows: 

1. Assure the achievement of military and atomic-energy programs by chan- 
neling, where necessary, the materials and products required therefor in accord- 
ance with the provisions of the Defense Production Act of 1950, as amended: 

2. Insure the development of practical mobilization programs by ascertaining 
the production potential of the industrial economy as related to materials, prod- 
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ucts, and facilities for defense-supporting and essential civilian needs, for which 
the Department of Commerce is the cognizant agency ; 

3. Provide the framework for the integration of defense production and mobill- 
zation programs with industry’s long-range plans for maintaining civilian pro- 
duction and employment on a sound basis; 

4. Provide a nucleus organization capable of rapid expansion as an operating 
agency for administration of production and materials controls in the event of a 
future emergency ; 

5. Foster the transition from emergency mobilization efforts to the operations 
of a free-enterprise system ; 

6. Except as otherwise provided by law or Executive order, establish the BDSA 
as the logical point in Government for representation of the domestic interests 
of business and industry in their relations with other Government agencies ; 

7. Provide other departments and agencies of the executive branch and the 
Congress with required information and judgment concerning the viewpoints and 
interests of business and industry; 

8. Cooperate in assuring consideration of the domestic needs of small-business 
enterprises with the view to strengthening their position in the national economy ; 

9. Obtain the views and advice of business through the establishment of, and 
consultation with, industry conferences, industry advisory committees, and 
through cooperation with trade associations; 

10. Encourage efficient and effective domestic distribution of goods and services 
to further the expansion of domestic markets necessary for optimum utilization 
of the Nation’s productive capacity ; 

11. Act as a clearinghouse for Government technological information of inter- 
est to business and assist industry in the voluntary standardization of products; 
and 

12. Cooperate with other agencies of government in programs to achieve eco- 
nomic stability and growth, and with industry in the development of industrial 
and business programs having as their purpose a sound, prosperous, and expand- 
ing economy. 

In view of the general international situation, emphasis during the past year 
was placed on full support to the current military and atomic-energy programs 
authorized under the Defense Production Act, and on longer range industrial 
mobilization planning programs. The scope and nature of these activities are 
indicated below. 


PROGRESS ON CURRENT DEFENSE PROGRAMS 


Special assistance for military and AEC programs.—Over the period October 1, 
1953, to September 1, 1954, BDSA handled 7,988 special assistance cases with a 
value of $176,055,486, compared with 10,694 cases valued at $221,791,784 handled 
by NPA from June 30, 1953, to July 1, 1954. 

The caseload decreased from about 1,000 cases per month in the fourth quarter 
of 1953 and the first quarter of 1954 to slightly over 500 cases per month during 
the second and third quarters of 1954. This decrease in cases is the result of 
general cutbacks in defense spending during the past 6 months, the completion 
of the AEC Savannah River project, and a general reduction in applications 
from the Canadian Department of Defense Production. 

Present indications are, however, that the need for special assistance will 
continue for another year. This is due to (1) a marked increase in AEC cases 
from Oak Ridge, (2) additional construction to be undertaken in the Oak Ridge 
area, and (3) a new and important construction program being started by the 
Corps of Engineers. 

The areas of tight supply requiring special assistance continue to be tools, 
general industrial and heavy power equipment, components, electronics, scien- 
tific instruments, and high-alloy metals. 

Further details regarding special assistance rendered by BDSA in support of 
the AEC, Department of Defense. and foreign assistance programs are shown 
in the accompanying table. (See p. 6.) 

Machine-tool program.—During the year considerable progress was made in 
reducing the Government’s liability in connection with the pool order program 
and in reducing defense controls over the machine-tool industry, thus giving the 
industry greater freedom in selling its products to commercial users. Activity 
on these and other aspects of this program are summarized below. 

Mobilization equipment invrentory.—Pursuant to ODM directive, the idle equip- 
ment inventories of the AEC, Department of Health, Education, and Welfare, 
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Maritime Administration, and General Services Administration were required to 
be reported to the Department of Commerce (BDSA) for establishing the 
“Department of Commerce Mobilization Production Equipment Inventory.” 
Modest progress was made in assembling the data, principally from the Maritime 
Administration and GSA. Due to the continued high level of productivity in 
AEC programs, the AEC has not reported any idle tools. The inventory now 
totals 1,075 items, valued at $4,651,179.19. 


Special assistance report Oct. 1, 1953, to Sept. 1, 1954 





ENS TE 
Cases | Dollar value Cases Dollar value 





Directives and DX ratings: 





Department of Defense ‘ aE NS a 11,393 5A, 846,175 7 
Atomic Energy Commission --.--.............-..-.-- 2 1, 683 51, 424, 957 ails 
Canadian : . 36 164, 032 sities 
All others . > a : 46 304, 237 as 
FORM 1. aicdccae . = shbligegadh nb dented anid 3, 158 106, 739, 401 3, 158 106, 739, 401 
Priorities (DO ratings): 
Canadian ° é ere Al 607 58, 864, 117 
Foreign 129 5, 141, 893 
Total__. : . spay liaiat oeuied 736 64, 006, 010 736 64, 006, 010 
DMS (controlled materials), Canmadian_...........--..-- 151 5, 310, 075 151 5, 310, 075 
Interim actions (M~-41)__.---- i : Ne eH 3, 054 0 ; 
Allocation and production directives SSY 0 ad 
ME Sc akeedtnden 0 3, 943 0 
ct S| ge ne ee SOO REEE Be are SS SOE yet, ee Oe See ’ ¢ 7, 988 176, 055, 486 


! Includes 151 cases for which no dollar value was available. 
2 Includes 271 cases for which no dollar value was available. 
3 Production schedule actions, dollar value not involved. 


Facilities contracts.—During the first quarter of 1953, all facilities contracts 
were reviewed in terms of the net backlog of defense orders remaining on the 
books. Of the 120 contracts reviewed, inquiries were sent to 43 builders request- 
ing specific justification for continued use of the equipment. As a result of this 
study, BDSA recommended termination of six of the contracts to GSA. 

Another review was made over the first quarter of 1954. Sixty facility con- 
tractors were asked for information relative to the current status of their de- 
fense contracts, with the result that one additional lease was recommended for 
100 percent termination. 

Of the 105 remaining facility contract leases, 18 have been partially termi- 
nated, and the contractors asked to store the equipment and to keep it in readi- 
ness for immediate use, without cost to the Government. All but one of the 
contractors have complied with this request. 

Expansion goal program.—aAll of the Metalworking Equipment Division’s goals 
were closed early in December 1953, and no new applications have been allowed 
since that time. 

A total of 181 tax amortization cases were processed by the Metalworking 
Equipment Division during the period October 1, 1953, to September 1, 1954, as 
follows: New applications, 89 (54 approved, 35 denied) ; scope amendments, 62; 
extension of time, 29; applications for transfer, 1; total cases, 181. 

In addition, preliminary discussions have been held with several companies 
on submission of applications covering dispersal of their facilities out of critical 
target areas. This phase of the work will probably expand once firm policies 
governing the dispersal program are announced. 

Elephant machine tool program.—During the period, 1 additional elephant 
contract was consummated, providing for production capacity of 84 units per 
year. This contract differed from the other elephant contracts (totaling 119 
units), in that it did not add to the basic production capacity; it was merely a 
conversion of a previous expansion accomplished under the facility contract 
program. Therefore, while the long-range benefit of the elephant program was 
derived, no real increase in capacity resulted. BDSA is now studying elephant 
requirements in the light of data developed since the original program was 
suspended, and is planning to submit to ODM specific recommendations for 
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further steps to be taken within the next 30 days. Preliminary studies indicate 
that the original program accomplishments fall short of meeting the true needs 
of mobilization. 

Machine tool pool orders.—Given below is a summary tabulation of the status 
of the machine tool pool program as of October 1, 1953, and August 1, 1954: 


Number of 


Number Numb Value of units in st to 
of in- of in- : ’ Government 
Date incomplete Govern- , 
complete | complete ’ Pit of units in 
lcontracts| units — wenn storage 
‘ sale i storage <5 it 
Oct. 1, 1953 : 45 | 7,000 | $150, 000, 000 601 $8, 000, 000 
Aug. 1, 1954 : é } 0 | 0} 0 740 9, 717, 723 
' | 


A total of 861 units have been sent to Government storage. 

A total of 121 units costing approximately $1,500,000 have been sold from stor- 
age. These sales have been made possible by the execution of sales and storage 
agreements with all but two of the companies which have tendered units to the 
Government for payment and storage. 

In brief, these sales and storage agreements require the manufacturer to 
sell his stored items in preference to manufacturing new ones of a like size 
and design. He then receives the full 100 percent of his selling price and reim- 
burses the Government the 82.5 percent paid to him at the time of storing. 

As a further result of these sales and storage agreements, an additional 
substantial number of stored items are expected to be sold. One estimate is 
that these sales will amount to approximately $2,860,000. 

It should be noted that since all pool orders are now complete there can be 
no additional units submitted to storage. Hence, the maximum Government 
contingent liability remaining on all machine tool pool contracts is $9,717,723 
which, as previously noted, will probably be reduced to approximately $6,860,000. 

Another phase of this activity which is of more than passing interest is the fact 
that of the 740 items now in Government storage, 238 are strictly special single- 
purpose military machines built at the request of the Armed Forces, and valued 
at $3,623,469, In an effort to minimize continued storage charges on these items, 
the Department of Defense will shortly be requested to make final decisions 
as to whether their continued retention is necessary for future mobilization. 
Those items not required will be recommended for disposal. 

A summary statement covering the pool order program as of August 1, 1954, 
appears above. 





Summary statement—Machine tool pool order program, Aug. 1, 1954 





| | Percent 
of maxi- 
T 
7 Description eS ~ ite Dollar value Gove “ae 
ment 
liabitit 
I | Maximum Government lia>ility under poo Jorder program 
(as represented by 115 contracts in force on Dec. 31, 1952 4, 225 $1. 425, 000, 00 100 
II | Direct sales by contractors to industrial purchasers 87, 064 1, 303, 677, 014 1 
III | Reductions in Government lial ility through cancellations 
(mutually agreed to as aresult of periodic comtract reviews 6. 421 111, 605, 263 7.8 
I\ Reductions in Government liability from sales and cancel- 
lations (subtotal of Items IL and ITT, above 03, 486 1, 415, 282, 277 9 
V | Current Government liability (item I minus Item IV 
(consists of units in storage 740 9, 717.7 7 
VI | Completed units in GSA storage (invoiced to Governmen 
1t 82.5 percent of Schedule A price 740 9, 717, 723 7 
VII | Units not yet completed None None 


Leasing.—During the past year the Division has worked under Defense Mobi- 
lization Order VII—4, which, among other things, restricts the leasing of idle 
Government-owned machine tools for nondefense purposes. This order, while 
not precluding such leasing, provides in essence that only the exceptional cases 
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would be approved. To date, only a limited number of leasing requests have 
been received, and of these very few approved. The continuous interest in this 
problem of leasing equipment for nondefense purposes led this Division to reex- 
amine the original philosophy stemming from Defense Mobilization Order VII-4. 

It has been concluded, as a result of this review, that with the exception of a 
very select group of machines of the elephant category the Government should 
not enter into leases of this equipment for nondefense purposes. While it is 
recognized that such leasing provides the Government a temporary financial 
advantage through a modest (presently substandard) rental income and tends 
to defer some storage and maintenance costs, it is clear that the disadvantages 
in most instances outweigh the gains. Disadvantages of leasing are summarized 
under the following major points: 

1. Dissipates the mobilization base potential : 

(a) Reduces the useful precision-tool life (possibly destroying it). 

(b) Induces possibility of loss of tooling, attachments, fixtures, etc. 

(c) Encourages a dispersion of “package combinations.” 

2. Would ultimately cost the taxpayer more to:maintain a given level of pre- 
paredness : 

(a) As facility production potential is dissipated, greater procurement of high- 
cost military end items is necessitated. 

(b) The versatility aspect of preparedness is traded for the frozen character 
of ephemeral armament. 

3. Provides unfair competitive advantage to certain select manufacturers: 

(a) Small business would be discouraged to form or enter new fields domi- 
nated by low-cost Government facility users. 

(6b) Offers cut-rate capital facilities for the privileged versus high capital risk 
for the less fortunate. 

(c) Distorts the natural incentives of the capitalistic system by discouraging 
the risk investment in capital equipment. 

4. Perpetuates and increases the Government's participation in business, not- 
withstanding the present administration’s emphasized policy to the contrary. 

5. Saps the vitality of the all-essential metalworking equipment industries: 

(a) Denies a substantial portion of its normal market. 

(b) Prohibits the maintenance of a production capacity necessary for an ade- 
quate mobilization base. 

(c) Retards the development of new designs and production techniques so vital 
to defense leadership. 

Industry evaluation—The Metalworking Equipment Division continued its 
industry evaluation studies for the purpose of identifying products and facili- 
ties essential to mobilization, war production, and supporting civilian economy 
for criticality and security ratings. During the year the Division completed 
studies on all areas scheduled, including 11 cutting types, 3 forming and shaping 
types of machine tools, 4 types of abrasives, gages, and precision measuring tools, 
are welding equipment, resistance welding equipment, and heavy presses. We 
are now reviewing some of the earlier studies to reflect the changes in require- 
ments and industrial production potential. In addition, the Division is studying 
the vital defense production facilities under its jurisdiction to identify areas of 
excessive concentration in vulnerable locations. The study is being made to 
accomplish a twofold purpose: (1) To determine what Government and industry 
can do to remedy the situation; and (2) to develop a damage evaluation system 
for use in determining type and extent of loss in event of enemy bombing. 

Scheduling and delivery of metalworking equipment—BDSA Order M-41.— 
BDSA Order M-41, controlling distribution of metalworking equipment, was 
amended to permit shipment of a greater proportion of available equipment to 
commercial nondefense users. The revised order retains on the critical list 
only four items which current defense programs indicate are still required in 
substantial quantity. 

Tar amortization and erpansion goals—New applications for certificates of 
necessity received by the industry divisions of BDSA over the period October 1, 
1953, to September 1, 1954, totaled 778 cases. Requests for postcertification 
action during the same period numbered 1,493. 

The following table lists the eight BDSA industry divisions with the heaviest 
workload of TA cases, which also underscores the segment of our economy in 
which major expansion is taking place: 
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| 
Oct. 1, 1953-Sept. 1, 1954 
Division | T 

| New Post } Total 
triads i, ee age : 
Shipbuilding, railroad, aircraft, and ordnance._._. | 265 | 7 | 552 
Iron and steel_. any fs 55 | 297 | 352 
Chemical and rubber. -- yk ee ery 46 | 195 | 241 
Metalworking equipment.__. ‘ Te oe 71 | 117 | 188 
Electronics. .... Sh: ol 74 | 96 | 170 
General components... : 28 | 109 | 137 
Aluminum and magnesium... Saket ree. 16 | 110 | 126 
Business machines. __._- | 64 | 45 | 109 
co ee ek eaneain cdl 159 | 237 | 396 





| | 


Total... os ; sidbroneds >. aba: t 778 | 1,498 | 2, 271 


It will be noted that the above 8 of the 25 BDSA industry divisions received 
619 new cases, or 8O percent of the total, and 1,875 requests for post-certification 
action, or 83 percent of the total. 

According to available data, the industry divisions had 179 expansion goals 
under their administration on September 1, 1954. Of these 41 were open and 
138 were closed. 

Stockpile activity —With the transfer of responsibilities for carrying out the 
functions of the National Stockpile Act from the former Munitions Board to the 
Office of Defense Mobilization, the Department of Commerce (BDSA) has been 
assigned new and enlarged functions in connection with the conduct of the 
Government's stockpile activity. 

Requests were received from the Office of Defense Mobilization for a state- 
ment of requirements on materials on the stockpile list. In addition, the De 
partment of Commerce conducted special industry task-group meetings on tech- 
nical matters concerning specifications for stockpile materials. 

Other problems have also been assigned to BDSA for investigation. Included 
in this group are such problems as determining the desirability and general 
development of a method for the stockpiling of penicillin. Also, BDSA has con- 
ducted industry task-group meetings to review specific technical problems in 
connection with coconut oil and tungsten carbide. 

In the course of other mobilization studies, the BDSA has uncovered on 
preliminary analysis that supplies of electrical capacitor paper would be 
seriously deficient in the event of an emergency. Accordingly, recommendations 
were forwarded to ODM to study the desirability of adding this material to the 
stockpile list and developing a stockpile objective. 

The BDSA has initiated a survey of estimated new nickel consumption for 
nondefense purposes to meet market plans for the calendar year 1955. Indus- 
try consumers have been requested to estimate the amount of new nickel which 
would be consumed in meeting calendar year 1955 market plans. The purpose 
of this survey is to assist in developing estimates and recommendations concern- 
ing nickel. 

As part of its participation in stockpile activities, the BDSA has represented 
the Department of Commerce in the deliberations of the Interdepartmental 
Materials Advisory Committee and has made its views known in connection with 
general questions concerning stockpiling and the establishment of objectives and 
acquisition rates for materials considered by the IMAC. 

Relazation of export controls——The Department's objective to relax controls 
on exports of commodities to friendly foreign countries which had been imposed 
because of domestic shortages approached attainment. Quotas were liberalized 
in the relatively few commodities requiring quotas, and in many cases eliminated 
completely. By the end of the fiscal vear only two items remained under con- 
trol on which no exports are permitted—pure nickel and hog bristles of Com- 
munist China origin. 

The BDSA industry divisions were called upon by the Bureau of Foreign 
Commerce for technical advice in the intensive review of commodities under 
export security control, in line with the administration’s policy of relaxing con- 
trol on less essential strategic items and strengthening it on the more essential. 

Scrap and salvage activity —There was continued improvement in the supply 
of most secondary materials since January 1954, particularly with respect to 
iron and steel, copper, aluminum, nickel, lead, and zine scrap. Industrial dia- 
monds, titanium, nickel, and selenium are tight enough to bear continued watch- 
ing and salvage programs. 
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Exports of most secondary materials, including copper, aluminum, and iron 
and steel scrap were the subject of several industry advisory committee meet- 
ings, special conferences, and task-group meetings. Restrictions over the export 
of iron aud steel scrap were liberalized during the year. All applicants are still 
required to have “accepted orders” from foreign buyers prior to filing applica- 
tions, however. Certain safeguards over the destination of shipments have also 
been retained. 

The main problems in the iron and steel scrap industry continue to relate to 
the smal. amount of purchased scrap being consumed, and to the fact that 
dealers ir. remote areas state that they cannot absorb the necessary freight and 
handling vosts and still sell at prevailing prices. Exports have not taken up the 
slack in these areas because of a drop in foreign demand and in dollars available 
abroad. 

Exports of aluminum scrap were heavier than at any time in the history of 
the country, running at about 7.7 million pounds in May. BDSA is watching 
this situation carefully and will make recommendations to place a quantitative 
quota on exports if they continue to a point estimated to threaten our national 
defense position. 

Recovery of copper scrap is about normal. Salvage programs for nickel and 
precipitation iron for copper production continue to keep these materials in 
almost adequate supply. 

Compliance and enforcement.—The elimination of material controls in the 
civilian economy permitted radical changes and economies in the field of com- 
pliance and enforcement. It was no longer necessary to maintain an extensive 
field force to conduct audits and investigations of consumers nor was it essential 
to retain a team of regional attorneys to backstop the field compliance force. 
The reduction in this load further permitted the reduction of the headquarters 
compliance and enforcement staff to a point where it now consists of one attorney 
and one investigator. 

The employment of the administrative adversary procedure for the deter- 
mination of violations and the issuance of suspension orders was not regarded 
as suitable to a priority and allocation system intended only to protect and in- 
sure the direct requirements of the national defense. It would be purposeless 
to issue limitation or suspension orders against concerns engaged in defense 
production unless such firms are also improperly acquiring and using materials 
for civilian production. Hence the emphasis on compliance and enforcement 
has shifted to those more limited areas where the maintenance of the priority 
and allocation system is dependent upon adherence by industry to the frame- 
work of the system. 

Stated somewhat differently, the problem is now, with but a single exception, 
not to eliminate overconsumption and the illicit acquisition and use of scarce 
and critical materials, but rather, in a time of plentiful supply, to induce par- 
ticipants in the Defense and AEC programs to continue to use allotment account- 
ing procedures, authorized controlled material orders, and priority ratings which 
are made mandatory by the Defense Materials System in order to provide and 
retain the framework upon which full mobilization can be reactivated in the 
event of an acute national emergency. 

There is an understandable disposition on the part of some members of indus- 
try to regard these requirements as burdensome and to question their necessity. 
Few cases have been found, however, which do not respond to explanation and 
persuasion, and in no case of this type has it been necessary to resort to legal 
proceedings to enforce the Defense Production Act and agency regulations. Close 
liaison with the Department of Defense and the Atomic Energy Commission has 
been maintained and, upon appearance of cases of noncompliance which might 
either impair the defense materials system or create specific bottlenecks, it has 
normally been sufficient to intercede. 

The exception mentioned in the preceding paragraph relates to nickel. The 
continued scarcity of this metal has provided strong inducements and tempta- 
tions to a limited number of unscrupulous individuals to abuse the priority system 
by the unlawful and- unauthorized application of priority ratings and certifica- 
tions to order for primary nickel where there is no intention of using the material 
in defense production. A number of such cases have come to light, and where 
willfulness is found to be present, such cases are regarded as appropriate for 
reference to the Department of Justice with a recommendation for criminal 
prosecution. Until the nickel supply becomes considerably more plentiful than 
it is at present, these violations may be expected to persist. 
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The relatively small number of NPA enforcement cases which had been incom- 
pletely investigated and processed at the time of the transition to BDSA have 
now been substantially liquidated, only three such cases remaining for disposi- 
tion. The Department of Justice has been active in the processing and prosecu- 
tion of a considerable number of such cases, one involving a black market opera- 
tion in oil country tubular goods resulting in the imposition of 4 jail sentences of 
6 months each. 

In terms of future operations and in the absence of a major change in the inter- 
national climate, it may be estimated that compliance and enforcement activity 
will continue during the coming year at about the same level as during the past 
year. The same resistance and indifference to DMS will be encountered and 
the same efforts will be made to scalp nickel illegally. It is planned to continue 
compliance and enforcement activities on these assumptions. 


PROGRESS ON INDUSTRIAL MOBILIZATION PREPAREDNESS PROGRAMS 


Defense production program.—The defense material system was revised, effec- 
tive April 1, to simplify procedures and eliminate paperwork in connection with 
the responsibilities of prime and subcontractors operating under DMS. Excep- 
tions from the rules are made from time to time for the benefit of certain firms or 
industries to facilitate the operation of DMS and make it as easy as possible 
for the Department of Defense . nd the Atomic Energy Commission, and their 
contractors to maintain the DMS as an instrument for the accomplishment of 
the current military production program and as a standby mechanism capable 
of rapid expansion in the event of a stepped-up military program, or an all-out 
emergency. 

Allocations of controlled materials are continuing to be made by ODM on a 
quarterly basis to the Department of Defense and the Atomic Energy Commis- 
sion, and appropriate set-asides directed by BDSA to suppliers of iron and steel, 
copper, and aluminum products, Continued efforts are being made to persuade 
all consumers of materials who are producing military products to properly 
identify their orders with appropriate ratings. If the rating procedure is main- 
tained by those producing for military production, it will enable ODM and 
BDSA to determine the accuracy of estimates and actual consumption of mate- 
rials for defense production. 

Special assistance to prime contractors and subcontractors in maintaining 
production and delivery schedules for the Department of Defense and the Atomic 
Energy Commission is continuing. There has been some decline in recent months 
in the number of requests and formal actions taken, but it is expected that a fair 
volume of direct assistance actions will continue throughout the fiscal year. 

Full mobilization requirements.—The feasibility test which compares the first 
8 mobilization years’ requirements for steel, copper, and aluminum with the 
supply of these metals was initiated early in 1953. Since then, considerable staff 
work has been undertaken by the BDSA industry divisions and the ODM require- 
ments personnel. Partly as a result of this working relationship, a considerable 
number of adjustments have been made in the civilian requirements data. 

It is understood that the military requirements have been similarly subjected 
to an analysis and review and that changes in planned military production 
schedules have been reflected in revised requirements data. A review of the 
present tentative allocation of controlled materials to the metal-using industries 
suggests the possible desirability of a broad reconsideration of the program as a 
whole. It would appear that the continuous review of individual segments of 
the total program may have had the gross effect of reducing the level of manu- 
facturing and construction activity to a point that the Nation’s total resources 
would not be fully utilized—at least in the weeks and months immediately fol- 
lowing an M-day. 

The low production levels established for certain of the civilian industries. 
when coupled with the time required to convert our industrial plant to military 
production could well result in a period during which resources used might be 
measurably below the maximum potential. In addition to lost product, such 
a situation could have a most unfortunate result on the Nation’s war potential 
since it could contribute to the dispersal of a portion of the specialized and 
highly trained labor force in industries essential to an all-out war effort. It is 
proposed that a review be made of the first year requirements on a quarterly 
basis. 

Instructions have been issued to the industry divisions for the development 











of shape and form requirements of controlled materials. The materials divisions: 
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have organized task groups from their respective industries to assist the indus- 
try product divisions in developing form and shape tabulations. It is expected 
that this exercise will take several months. Except for materials which are 
being stockpiled, there has been no centralized activities designed to develop 
materials requirements for full mobilization. Some of the divisions such as 
the Chemical Division are working on mobilization requirements for various 
materials. It would be desirable to develop a definite list of materials required 
for mobilization and to check into the extent to which specific requirements 
for each material need to be developed. There are probably several hundred 
materials which would fall into the general category. Limitation of time and 
staff have made it impossible thus far to approach this problem on a systematic 
basis. 

As information becomes available from the military concerning their require- 
ments for their products, the requirements for military B products should be 
reviewed so that they can be revised consistent with revisions in military A 
product requirements. There should possibly be a closer working relationship 
between ODM, DOD, and BDSA with regard to the exchange of information on 
both military A and B products. At this point we are not satisfied that we have 
complete information concerning military products requirements. 

Development of production and material controls fcr partial or full mobiliza- 
tion.—Progress has been made in the program to develop the control machinery 
needed to achieve rapid and effective mobilization of our industrial resources 
in the event of full mobilization. The establishment of a simplified defense 
materials system, made effective on April 1, provides assurance that military 
and atomic energy production and construction programs can be increased 
rapidly with minimum dislocation of the remainder of the industrial economy. 
The DMS regulations and procedures could be expanded after an M-day to per- 
mit the programing of the civilian economy to meet wartime needs. 

Some 3 tu 6 months after M-day would be required to accomplish the prepar- 
atory actions necessary for extending DMS to include civilian production and 
scheduie the output of each individual plant producing civilian hard geods, 
Broad control measures designed to fill this gap have been prepared. These 
measures would have the effect ef holding the civilian economy in a stabilized 
balance during this per:od. 

These orders would establish tonnage limitations on the acquisition by major 
users of steel, copper, aluminum, and the critical ferro alloys for production for 
other than direct defense purposes. Commencement of new large construction 
projects witheut specific approval would be forbidden. Accumulation of critical 
materials for inventory would be forbidden. Purchases of materials for repair 
and maintenance of the industrial plant, governmental activities, and similar 
essential civilian purposes would be given a preferential position. A standby 
BDSA Notice 1, to permit these actions to be taken under the authority of the 
present Defense Production Act, has been prepared. 

In total, these measures will achieve a stabilization of production and ma- 
terial use levels without the development of elaborate control machinery. The 
orders are so designed as to permit an orderly withdrawal from material con- 
trols should the situation improve after M-day and full-scale war neither occur 
or threaten. 

Should mobilization be required by an all-out war with a major power or 
powers, these measures represent a constructive set of initial actions. The more 
detailed control measures dealing with the allocation of each of the scarce ma- 
terials, conservation restrictions on individual scarce material use, special in- 
dustry orders and regulations, and the like, are being developed as rapidly as 
personnel and other workloads permit. Arrangements will be made to consult 
with representative groups from the affected industries. Unless the interna- 
tional situation worsens markedly, thereby necessitating a speedup, this phase 
of the control development program will extend through fiscal year 1955, with 
the more important elements of the job being completed during the first half 
of the year. 

To summarize, the simplified DMS presently in effect will serve as a readiness 
measure in the event that the cold war situation continues without important 
change. Should it be necessary to engage in a limited war accompanied by a 
moderate increase in military requirements, it is not likely that the DMS regu- 
lations will need any supplementation in the way of additional control orders. 
Overall orders designed to achieve stabilization of production and materials 
use levels have been prepared and are available for issuance in the event of 
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mobilization short of all-out war. These same actions can be taken in the 
initial phase of an all-out war with the expectation that a more detailed set 
of control orders would be needed in subsequent months. Work on these 
erders has been initiated and will continue as rapidly as budget limitations 
permit. 

Mobilization base deficiencies —The program and projects thereunder to iden- 
tify deficiencies or gaps in the mobilization base may be divided into two general 
eategories ; first, basic materials including forms, shapes, and types; and second, 
critical deficiencies in the components field. Obviously deficiencies in the mo- 
bilization base can be determined only when full mobilization requirements are 
well established. Aside from the controlled materials, studies (as previously 
mentioned, are underway now in BDSA on full mobilization requirements for 
all materials which have significance during an emergency. The industry divi- 
sions have undertaken to translate major materials requirements into forms 
and shapes, notably iron and steel, copper, and aluminum. When these are 
completed it will be possible to identify any possible gaps that may exist in 
industrial facilities to produce the required forms and shapes. 

One of the most important aspects of the mobilization base is that concerned 
with critical deficiencies in the components field. To determine critical defi- 
ciencies in the components field, there are at present 30 areas set up for study, 
requiring 51 different study groups. Four of these study groups are being chair- 
maned by Department of Defense people and the studies conducted within their 
Department because of the fact that military usage comprises practically the 
entire requirement. 

The remaining study groups will be chairmaned by various BDSA division 
representatives. Twenty-four of these task groups have been formed, and many 
of them have various degrees of their work completed. 

The boiler-task group is the only one that has submitted final recommendations, 
and these are being again reviewed before final recommendation by the Inter- 
agency Components Committee for implementation. A second study group, 
namely, turbines and turbine gears, has made a preliminary report which indi- 
cates some interim action by the Interagency Committee for implementation 
of at least a portion of the present heavy indicated deficiencies. 

Two other study groups, namely, valves and ball and roller bearings, are ap- 
proximately 75 percent completed, with actual completion anticipated before the 
end of the calendar year (December 31, 1954). 

The Automotive Division has been gathering background information and re- 
quirements before establishing six study groups which will be required to 
answer the facilities question. They anticipate that their study groups will be 
formed in approximately 60 to 90 days, and that their studies can be completed 
and recommendations made within an additional 30 to 60 days. 

There are six gear study groups which are just starting their work. A rough 
estimate of time required for completion of these studies is approximately 9 
months to a year. 

Eight study groups in the precision-fastener field have been formed, and security 
clearances practically completed. These groups will require approximately 9 
months to complete their studies. 

The remainder of the study groups that are now working are in various stages 
of their job, and their work will run well into fiscal year 1955. <A few of these 
groups, such as those studying large steel castings and forgings, cannot complete 
their work until other study groups involving these products have made their 
final reports. 

A few of the areas to be studied have not been completely categorized, and work 
is proceeding on this phase before the appropriate number of study groups can be 
determined. Such areas as actuators and electronics are typical examples. 

From the above, it can be safely stated that all studies will run into fiscal vear 
1955 and that a great amount of work remains to be done. : 

We find that the industry task groups have cooperated splendidly in their end 
of the job, and we feel that the implementation of the recommendations of the 
boiler group and the turbine and turbine gear group will go far in encouraging 
additional effort on the part of industry to complete these deficiency studies at 
the earliest possible dates. 

Industrial defense.—The industrial defense program falls into three general 
phases: (1) Industry Evaluation Board operations and staff work; (2) conti- 
nuity of production; and (3) plant dispersion. 

The BDSA has given first attention to the critical industrial facilities as identi- 
fied by the IEB. Staff work for the IEB has been accelerated to the extent that 
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he 5 over 200 industries and segments of industries have been studied by the specialists 
set 4 in our industry divisions. These studies have been turned over to the staff of 
se P the IEB for further refinement and most have been acted upon by the Board. 
ms & The program for promoting the various measures which should be taken by 
: industry to assure the continuity of production is somewhat complex and has 
en- FS required the setting up of well-defined policies and procedures, which are now 
ral E being translated into definite action. BDSA has divided the undertaking into 
nd, ; three phases: (1) Industrywide problems; (2) company management problems ; 
no- @ and (3) physical plant protection. Currently, attention has been focused pri- 
are i marily on the latter two phases; before the end of the fiscal year it is expected 
sly E: that many more conferences will be held on industrywide aspects of continuity of 
for ¥ essential production through industry programs. 
ivi- 4 Problems of continuity ef production are presented to the numerous industry 
ms ‘ advisory conferences and committees for their consideration and recommenda- 
are x tions. Many of these have already appointed task groups for making special 
in : studies of unique industry problems. Some of these task groups, such as the 
* chemical and allied industries and the iron and steel industry, have prepared 
red a manuals for their respective industries. 
efi- e A program has been initiated for effectively reaching the managements of 
dy, 3 over 3,000 especially critical facilities, as identified by the IEB. The Adminis- 
ilr- be trator is in the process of inviting these managements to conferences with the 
eir 3 industry divisions. At these conferences the managements are urged to prepare 4 
the ry individual company plans that cover all phases of continuity of production and ' 
4 continuity of management. Several companies have done outstanding jobs along = 
ion 4 these lines. | 
iny : During the forthcoming fiscal year we intend to accelerate the work of con- As 
F tacting the individual managements of the important manufacturing companies, S 
ns, < giving emphasis to those identified by IEB. - 
ter- : Because of the importance of keeping IEB-rated facilities up to date, we expect ~ 
up, to commence the review of IEB studies completed 2 or 3 years ago. 
rdi- = Pursuant to the ODM letter of March 18, concerning excessive concentration rg 
10n i of vital production in critical target areas, the BDSA staff and industry divisions < 
A have been analyzing the situation as far as the most critical facilities are con- J 
ap- : eerned. Our work to date has indicated that not only do severe concentrations zr 
the exist, but that because of the diversity of products and plants involved disper- * 
sion of existing plants will be slow and difficult. Our industry divisions have = 
re- had conferences with the managements of critical facilities, and several industry = 
to 4 groups have made suggestions as to methods of possible solution. The photo- 
| be Hl graphic and steel industries are among those already of record. During the 4 
‘ted = coming year even greater attention will be given to the dispersion problem and 5 
‘ its many ramifications, not only on new installations but also on existing installa- 
ugh Ey tions. The most recent policy change with respect to granting accelerated amorti- ~ 
y 9 3 zation may stimulate some relocations to safer areas. - 
4 Accelerated amortization—The number of applications for certificates for ri 
rity 4 accelerated amortization submitted to the BDSA has been sharply tapering off. 
y 9 ; The average monthly number of applications received is about one-half that of a 5 
a year ago. This reflects not only the relatively small number of expansion goals > 
iges > still open but also the fact that open goals cover products for which the foresee- - 
1ese Bh able commercial demand is far below mobilization requirements. Efforts will con- z 
lete 3 tinue to be made to persuade industrial firms to take advantage of accelerated 3 
heir BS amortization as an incentive for increasing production facilities for the unfulfilled 
na goals. The policies with respect to location of new facilities in labor surplus 
ork be areas and outside of target areas will be brought to the attention of industry 
n be g as often as opportunities to do so occur. 
a As progress is made during the coming fiscal year in developing mobilization 
rear = requirements for materials, facilities, and particularly critical components, syste- 
2 matie reexamination of closed and open expansion goals will be made. It is not 
end % expected that BDSA will find justification for recommending any substantial re- 
the e vision of existing expansion goals this fiscal year. Expenditures for new plant 
ging & equipment by business continues at near record level, which will probably be main- 
Ss at Pa tained through calendar year 1954. Business optimism about the future, which 
e has resulted in the enormous expansion which has taken place in the last few 
eral ‘ years, has greatly benefited our mobilization base. The depreciation and amor- 
onti- % tization features of the proposed tax bill are expected to provide a stimulus to 
; continue industrial expansion. The areas of greatest concern, so far as the mo- 
enti- " bilization base is concerned, will be focused on those materials and facilities which 


that will be needed for extraordinarily high levels of production during an emergency. 
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The attention of ODM is directed toward the still inadequate records of what 
use has been made by recipients of certificates of necessity. The staffs of ODM 
and BDSA have worked together to simplify and coordinate procedures, as well 
as to achieve desirable improvement in case status reporting and follow-up on 
firms which have received certification. Nevertheless, there exist substantial gaps 
in statistical information on the utilization of certificates of necessity. BDSA 
will endeavor during the coming year to obtain accurate status information in 
order that expansion-goal data will accurately reflect the extent to which such 
goals have been achieved in actual construction of production facilities. 

Mobilization readiness statistical data—Realistic mobilization readiness 
measures and procedures cannot be established on a firm and realistic basis in 
the absence of fairly current and reasonably accurate statistical data, partic- 
ularly that relating to the relationship between production of end-products and 
the consumption of critical materials. The data collected during the operation of 
the CMP system until June 30, 1953, has provided a reservoir of invaluable data. 
However, each year this data becomes more obsolete and unreliable for emergency 
use. 

Since all of our mobilization readiness procedures that have been and will be 
developed depend for their effectiveness, and our confidence in them, on adequate 
mobilization statistical data, it is imperative that measures be devised and ex- 
ecuted to provide a minimum of such data. During the coming fiscal year, 
BDSA proposes to concentrate attention to this subject, and in collaboration with 
other Commerce Department agencies, the Bureau of the Budget, and the Office 
of Defense Mobilization, to devise sampling or other techniques that will provide 
workable tools as a substitute for more formal and comprehensive statistical 
surveys. Perhaps the best prospect may be in securing industry Cooperation 
through the keeping of certain mobilization data on a voluntary basis. 

Stockpile activities.—The new stockpile policy program has resulted in an 
extensive increase in BDSA responsibilities for the development of estimated 
requirements and supplies for the areas assigned to this agency. Currently the 
BDSA is working on the development of estimates for some 30 commodities which 
are a part of, or in addition to, the work that must be done on those stockpile 
materials which have not been reviewed recently. In addition, the ODM is 
assigning to BDSA special problems in connection with stockpiling wherein 
industry’s advice on technical matters concerning specifications, storage, rota- 
tion, and other problems is being sought. In view of the heavy schedule of 
activities embraced in the stockpile review, and the analysis of mobilization 
requirements for a wide range of materials, measures have been taken to 
strengthen the staff in those areas where the workload has increased. 
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SMALL-BUSINESS ACTIVITIES 


The overall economic and industrial activities of BDSA have been tailored in 
every instance possible to have special use or adaptability for smaller concerns. 
Usable and nonconfidential data obtained under NPA reporting requirements 
are being screened and adapted to reports and publications showing uses of 
materials and distribution patterns which can aid smaller concerns in mobiliza- 
tion planning. 

The adaptability of smaller concerns for the dispersal of production under war 
conditions has been, and continues to be, studied. 

Applications for tax-amortization benefits have been screened to select those 
from small concerns so that special expediting procedures could be applied. 
Applications from small machine shops and sheet metal fabricating shops were 
referred to the Small Business Administration for investigation and recom- 
mendation. 

In developing the new defense-materials system as a substitute for the old 
CMP method of allocating materials during an emergency, the procedure by 
which a small concern can secure his quota of materials was greatly simplified. 
Prototype regulations being developed fully take into account the position of the 
small supplier and small manufacturer. 

An outstanding achievement in behalf of small businesses engaged in defense 
or civilian production or distribution appears in the wholehearted cooperation 
and coordination between BDSA of Commerce and the Small Business Adminis- 
tration. The services provided by the many divisions and offices of BDSA have 
enabled many small firms who applied to the Small Business Administration 
for help bridge the gap from defense to civilian production. This arrangement 
has reduced both staff and fund requirements for the Small Business Adminis- 
tration. 
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INDUSTRY-GOVERN MENT COOPERATION ON DEFENSE PROGRAMS 


Through its field operations, its industry executive (WOC) program, and indus- 
try advisory committee system, the BDSA actively continued its efforts to promote 
industry-Government cooperation in carrying forward the defense program. 

Industry executive (WOC) program.—The BDSA continued the program initi- 
ated by NPA of obtaining the services of industry executives on a 6-month rotat- 
ing basis to head its industry divisions. This program, as authorized under the 
Defense Production Act, has made available to Government, without compensa- 
tion, industrial know-how and leadership which would not have been available 
otherwise. Its continuation by BDSA assures the agency of competent manag 
ment of defense programs among its industry divisions and, through it, the devel- 
opment of a reserve corps of key executives from private industry who can be 
quickly mobilized in the event of a national emergency. During the Korean war 
more than 600 such men served in the National Production Authority, and during 
the past year the services of more than 100 top industry men were available to 
BDSA without compensation. 

Industry advisory committees, industry conferences, and task groups—As 
under the National Production Authority, BDSA has made use of industry 
advisory committees, industry conferences, and task groups in seeking advice 
and assistance on technical problems relating to current defense programs from 
industry. Over the 11 months’ period the agency held 27 industry conferences, 
23 industry advisory committee meetings, 10 special conferences, and 55 task- 
group meetings. 

All meetings were concerned in whole or in part with BDSA’s operations under 
the Defense Production Act and the National Security Act, and matters considered 
included: (1) The defense materials system; (2) pre- and post-attack planning; 
(3) stockpiling; (4) expansion goals; (5) mobilization requirements; (6) indus- 
try evaluation and plant protection; (7) scrap and salvage; (8) mobilization 
base deficiencies; (9) accelerated amortization; (10) mobilization readiness 
statistical data; (11) conservation practices, ete. 

So effective and popular has this Government-industry relations program 
become that the Secretary of Commerce has placed prime emphasis on it as a 
vital means of communication between Government and industry. 

A list of the industries consulted over the 11 months’ period covered by this 
report are listed. 


INDUSTRY CONFERENCES 
1958 
Nov. 17. National Distribution Council. 
24. Pulp and paper. 
Dec. 17. Building materials and construction. 
1954 
Jan. . Aluminum. 
. Metalworking equipment. 
. Food industries. 
. Domestic jeweled watch. 
18. Lumber, plywood, and wood product industries. 
25. Tin. 
Mar. 10. Precision instruments industries. 
12. Bicycle. 
15. Consumer containers and packaging. 
25. Cotton textiles: 
Apr. 1. Industrial shipping containers. 
6. Electronics. 
13. Motor vehicle manufacturers. 
15. Automotive parts manufacturers. 
May 4. Agricultural machinery. 
6. Construction machinery. 
20. Handmade glassware manufacturers. 
June 8. National Distribution Council. 
15. Copper. 
17. Mechanical power transmission. 
22. Photographic products manufacturers. 
23. Oilfield machinery. 
29. Water and sewerage industry and utilities. 
30. Railroad contract car builders and railroads operating car-building 
shops. 
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13. 


21. 
Nov. 17. 
Dec. 2 

14 

16 

1954 
Jan, 13. 

29. 
Feb. 17. 

25. 
Mar.’ 2. 

4, 

8, 

9. 

16 

19 
Apr. 13. 

14. 

29. 

29 
June 9. 
July 13. 

1953 
Nov. 12. 
1954 
Jan. 20. 
Feb. 11. 

16. 

25. 
Age. 2; 
May 4. 
June 24. 

24. 
July 1. 

1953 
Nov. 4. 
17 & 18. 

19. 
Dec. 1. 

16 

16 

1954 
Jan 6 
8 
Feb. 4 
Mar. 3 
8 

16 

19. 

23 

25. 

29. 


. Aluminum stockpile specification P62R. 
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INDUSTRY ADVISORY COMMI?PTTEES 


Iron and steel scrap consumers. 
Iron and steel scrap dealers. 
Machine tool manufacturers. 
Titanium producers and fabricators. 


. Domestic communications operating. 
. Chemical and rubber. 
. Steel products. 


Wire communications manufacturing. 
Chemical and rubber. 

Hard fiber cordage. 

Steel forms and reports. 

Used steel and wood barrel. 

Titanium producers and fabricators. 
Stainless steel utensils. 

Brass and bronze ingot makers. 
Selenium rectifier stack manufacturers, 
Copper and copper-base alloy scrap dealers. 
Open die press and hammer forging. 
Drop forging. 

Selenium rectifier stack manufacturers. 
Aluminum smelters. 

Steel products. 

Titanium producers and fabricators. 


SPECIAL CONFERENCES 


Aluminum technical. 


Chlorine—on Muscle Shoals plant. 

Rubber tree research and development in tropical America. 
Nitrogen. 

Superphosphate and ammonium sulfate producers. 
Input-output statistical. 

Aluminum scrap dealers and exporters, 

Producers of phosphorous oxychloride. 

Consumers of phosphorous oxychloride. 

Bristles and brushes. 


TASK GROUPS 


Antifriction bearing manufacturers. 

Joint—fractional horsepower motors and generators, 1-500 horsepower 
motors and generators, 

Precision optics. 

Steel mobilization controls. 

Steel mobilization controls. 

Steel pre- and post-attack planning. 


. Export of steel serap. 

. Domestic communications. 

. Domestic communications. 

. Steel pre- and post-attack planning. 
. Valve manufacturers. 

. Hard fiber cordage. 


Precision fasteners. 


. Export of steel scrap. 


Fractional horsepower motors and generators. 
Heat exchanger industry. 
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Apr. 6. Selenium rectifier stack reclamation. 
138. Stockpiling of silk noils and waste. 
5. Tungsten carbide specification. 
20. Steel—on mobilization controls. 
May 13. Hard fiber cordage. 
19. Hard fiber cordage. 
20. Aluminum industry—industrial defense program. 
June 1. Steel—on requirement figures. 
2. Tungsten basic materials. 
15. Stainless steel production. 
16. Low-alloy steel production. 
17. Heavy forgings and die blocks. 
21. Valve manufacturers. 
22. Superalloy production. 
22-23. Selenium rectifier stack requirements. 
23. Nickel-base alloy production. 
24. Wrought low-alloy steel production. 
25. Coconut oil 
30. Rotation of sisalina in hard fibers stockpiles. 

July 1. Industrial defense program for brass and bronze ingot makers’ in- 

3 dustry. 

7. To evaluate conservation of nickel in copper-base alloys. 

28. Conservation of nickel in stainless steel production. 

Aug. 2. Precision fasteners. 

3. Oilfield equipment. 

4, Sheet-steel outlet boxes. 

4. Conservation of nickel in steel rolls for metal rolling mills. 

5. Conservation of nickel in rotary rock bit cutters. 

9. Precision fasteners (subcommittee—locknuts). 

10. Nonmetallic outlet boxes. 

10. Joint—utilization and conservation of scrap containing nickel in low- 
alloy Steel products ; utilization and conservation of nickel in wrought 
low-alloy steel products. 

10. Federal specifications—wheeled tractors. 

11. Conservation of nickel in sucker rods. 

12. To evaluate conservation of nickel in copper-base alloys. 

18. Joint—establishment of an industrial defense program for the copper 
wire and cable industry; establishment of an industrial defense pro- 
gram for the brass mill industry. 

j 24. Ferrochromium., 

Ea 24. Specialized aircraft skin milling machines. 

£ 24. To study problems of rotation of sisalina stockpiles. 

25. Conservation of nickel by substitution of nickel-plated metal for solid 

metal containing nickel. 
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Field offices activitics—The effectiveness of the simplified defense materials 
system was enhanced through the facilities of the 33 field offices located in im- 
portant commercia! centers. Businessmen were thus able to get on-the-spot 


Ww : a3 : F 
wer 4 assistance on the procedure for obtaining material allocations on defense contracts 
| and to be kept currently informed on the regulations covering the few short- 

' 3 supply strategic items remaining under control. 
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They acted as the local outposts of the BDSA in developing information re- 
quired by the industry divisions on particular industries or materials, in pro- 
viding information to businessmen on the operation of the tax amortization 
program, and in conducting inquiries on various phases of the compliance pro- 
gram. They also worked in close cooperation with the field establishments of 
the defense agencies on all matters pertaining to existing regulations adminis- 
tered under the Defense Production Act. 
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BUREAU OF THE CENSUS 


1. The Bureau of the Census performed special statistical services and con- 
ee ducted surveys relating to the Defense Production Act for the following agen- 
P cies : 

Business and Defense Services Administration 
Office of Defense Mobilization 
Federal Civil Defense Administration 
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Operations research office, the John Hopkins University 
Small Business Administration 

Industry Evaluation Board 

Department of Defense 


These activities were undertaken pursuant to section 189, title 15 of the United 
States Code, which authorizes the performance of services for other Federal 
agencies by reimbursement or advance of funds from the requesting agencies. 

2. The services performed for the several agencies are summarized below by, 
agency : 

Business and Defense Services Administration 

The Industry Division of the Bureau of the Census engaged in three types 
of statistical activities as collecting and compiling agent for the Business and 
Defense Services Administration. 

(a) This division has conducted surveys on the operations of specified groups 
of manufacturers. Some of these were one-time surveys but most were repeti- 
tive. The tables provided by the Census Bureau constituted the factual back- 
ground for policy administration and operations of the Business and Defense 
Services Administration. During this period, nine such surveys were conducted 
for the Business and Defense Services Administration. 

(b) A number of surveys of the Industry Division published in the Facts for 
Industry series, showing the current production and related data for important 
commodities, have been modified to meet the specific administrative needs of the 
Business and Defense Services Administration. These changes generally have 
taken the form of (1) increased commodity detail; (2) additional information 
about a particular commodity; or (3) increased frequency. The Bureau of the 
Census has modified approximately 12 surveys, including those in such flelds as 
chemicals and foundries, at the request of the Business and Defense Services 
Administration. 

(c) Special tabulations and analyses have been prepared for the Business and 
Defense Services Administration from data already available. One of these 
projects is described briefly below: 

The Business and Defense Services Administration in line with its defense 
responsibilities has been working on a project concerning requirements of spe- 
cific types of bearings under varying military procurement programs. The 
services of this Bureau were made available in preparing the Defense Depart- 
ment material on bearings for analysis by the Business and Defense Services 
Administration. 


Office of Defense Mobilization 


The survey of progress on facilities expansion under the accelerated tax 
amortization program, conducted by the Business Division for the Defense Pro- 
duction Administration, was continued in fiscal 1954 under the sponsorship of 
the Office of Defense Mobilization. Instead of collecting reports quarterly, the 
survey was changed to a semiannual basis. 

Special tabulations of concentration of industrial production in metropolitan 
areas were prepared for the Office of Defense Mobilization during the past fiscal 
year by the Industry Division. These tabulations were based on the 1952 Annual 
Survey of Manufactures and served to identify for the Office of Defense Mobili- 
zation the critical manufacturing geographic areas for specified classes of 
products. 

Special tabulations of Industry Evaluation Board facilities were also prepared 
for the Office of Defense Mobilization. 


Federal Civil Defense Administration 


Estimates of the daytime and nighttime population of selected major cities 
designated as critical target areas have been provided to the Federal Civil 
Defense Administration in connection with their bomb damage assessment pro- 
gram and other related functions. Exact location and plant employment size 
information for manufacturing establishments in those areas for which the 
Bureau prepared daytime population density maps were provided, 


Office of research operations 


Special tabulations of Industry Evaluation Board ratings facilities were pre- 
pared for the office of research operations, the John Hopkins University. 
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Small Business Administration 

During the past fiscal year, several special tabulations showing for each indus- 
try the distribution of selected statistics by total company employment size were 
prepared for the Small Business Administration. Also, we prepared a tabulation 


ie alana 


wee 
ae 


ted E showing the concentration of 1951 manufacturing employment in the largest 4 

ral ‘ and largest 8 companies in each industry. 

a : Industry Evaluation Board 

¥ 4 This Bureau has been performing services for the Industry Evaluation Board 

2 on a continuing basis. This service included the design of mechanical methods 
+ of making Industry Evaluation Board data available in tabular form for use 

pes ad by various mobilization planning agencies. 

ind 4 Department of Defense 

ups 2 A pilot study was conducted preparatory to associating all plant names on the 


eti- & Defense Department's list of mobilization planning contractor plants with census 





ck- a plant identification numbers and exact location map coordinates previously 
nse 4 developed for all large manufacturing plants. 
ted 4 The Bureau prepared a statistical tabulation, based on the 1952 Annual Survey 
& of Manufactures, showing the extent to which each of the 453 manufacturing 
for 4 industries’ employ ment, production, etc., is concentrated within the largest metro- 
ant #1 politan areas of the United States. Also, the 1952 data for each large plant ’ 
the ; were related to its exact location map coordinate code for purposes of bomb- “4 
ave 4 damage assessment, pon 
ion & The Bureau prepared a special tabulation, based on 1952 annual survey data, 
the showing selected general statistics for large manufacturing establishments, 
as "1 classified by employee size, for major industry groups and individual industries. - 
ces 3 Department of the Air Force 2 
ind 4 The industry code, location, and size data for plants in the Bureau's “large “ 
ese 4 plant” file for which map coordinate codes have been assigned were brought up to > 
= date; mapped new plants were added to the file. : - 
nae a The special tabulations sponsored by the Task Force on Resources and Require- P 
pe- i ments of the Office of Defense Mobilization Committee on Specialized Personnel 2 
The = and using the manpower occupations card file derived from the 1950 census of bs 
rt- ; population, were completed and delivered to the Bureau of Labor Statistics and a 
om } the Bureau of Employment Security. This card file is located at the Census = 
4 Bureau and is now available for additional tabulations as requested. > 
f 3. The major problem facing the Bureau of the Census in carrying out its Be 
: contributions under the Defense Production Act is in assuring the continuance 4 
tax ; of its services to other agencies more directly affected by the Defense Produc- 2) 
ro- § tion Act, particularly in periods when major censuses are being taken and com- 
of “ piled. The problems are primarily those which present themselves when per- pe 
the 4 forming urgent work which fluctuates greatly in volume. However, it should yi 
4 be pointed out that the censuses of manufactures and mineral industries have Pt 
tan | been adapted to meet the needs of agencies charged with administrative respon- 
cal rs sibilities under the Defense Production Act. 4 
ual : 4. The ability of the Bureau of the Census to provide the special services for > 
sili- 4 defense agencies described herein, in addition to the performance of its regular - 
of M programs and operations, demonstrates a standby reserve capacity of technical z 
3 know-how and facilities capable of meeting future emergency requirements. 7 
red 4 Among the resources available in the Bureau of the Census are its field organi- 
4 zation, capable of conducting nationwide sample surveys with an expanded and 
4 improved field sample; special mailing lists; extensive machine tabulation fa- 
ef cilities, including the Univaec, a high-speed, high-capacity, electronic computer ; 
ties Z| and a competent technical staff. A great amount of information is already on 
ivil 4 hand as a result of the recent major censuses and this large fund of data has 
ro- 7 been drawn upon to yield special tabulations and compilations needed by defense 
size 4 agencies. A noteworthy result of the improvement and expansion of the basic 
the = field sample, from the former 68 to the present 230 areas covered, is the avail- 
; ability of increased subject and geographic detail, including regional as well as 
x national data. 
é 5. The future objectives of the Bureau of the Census are to continue to con- 





re- i tribute wherever possible to the needs of agencies more directly concerned with 
the Defense Production Act. These are meant to include not only the performance 
of specialized services requested by the defense agencies but also developing, 
improving, and furnishing the basic statistical data resulting from our major 
censuses and current surveys. 
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6. None affecting these projects directly. 
7. The number of classified employees engaged on the above programs at 
peak period was 134 clerical and 24 professional. 
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OFFICE OF UNDER SECRETARY FOR TRANSPORTATION 
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The Under Secretary serves as principal adviser to the Secretary of Com- 
merce on all policy matters concerning transportation within the Department, 
and on all matters concerning the transportation policies of the Government. In 
the former capacity, he exercises direction and supervision over all departmental 
transportation activities to assure program consistency. This does not include 
economic regulatory functions, nor does it include operational functions with 
the exception of the activities of the civil aviation mobilization staff for which a 
separate report was submitted. As a planning function, for national emer- 
gencies, it does include mobilization of all forms of transport within the purview 
of the Department, and contemplates full cooperation with other governmental 
agencies having related jurisdiction. 

The Under Secretary has been delegated, under Department Order No. 128 
and amendments thereto, the responsibility of the Secretary of Commerce under 
the Defense Production Act, as amended, Executive Orders 10480 and 10219, 
including delegations thereunder, and the handling of tax amortization applica- 
tions under section 124 (a) of the Internal Revenue Code, with respect to air 
transportation, intercoastal, coastwise, and overseas shipping, including their 
use, and including any remaining claimancy functions concerning transportation 
programs of the Maritime Administration, Bureau of Public Roads, Civil Aero- 
nautics Administration, and Civil Aeronautics Board. Under Department Order 
No. 137, the Under Secretary for Transportation is responsible for functions of 
the Defense Air Transport Administration which has jurisdiction over the air 
war service pattern and certain other matters. 

The Under Secretary for Transportation has redelegated most of these emer- 
gency functions to appropriate transportation agencies within the Department 
and, in the case of certain war air service functions, to the Chairman of the Civil 
Aeronautics Board through Department Order No. 139. 

The Under Secretary is Chairman of the Committee on Defense Transportation 
and Storage of the Office of Defense Mobilization. This Committee, made up of 
representatives of Federal agencies having substantial interest in transportation, 
considers the many problems incident to mobilizing the transport industry and 
advises the Director of Defense Mobilization on problems relating to defense 
transportation and storage. 

The Under Secretary is also Chairman of the Air Coordinating Committee 
which is composed of representatives of Federal agencies interested in aviation. 
The Committee is charged with the responsibility of coordinating Federal avia- 
tion policy and is developing a program to meet normal and emergency needs. 

Proposed legislation pertaining to all phases of transportation is reviewed and 
analyzed by this Office with particular emphasis on the effect of this legislation 
on the national transportation system in meeting requirements of the defense 
program. 


Rb a 


shies Be 


sisal iy eon 


J AP FSIADTIATA TY Hee weer 


Crvir AERONAUTICS ADMINISTRATION 


1. Programs of CAA—There were two major civil aviation programs con- 
ducted by the Civil Aeronautics Administration under authority of the Defense 
Production Act during the period July 1, 1953, through June 30, 1954. These 
programs related to priorities and allocations of materials required to support 
the manufacture, construction, and maintenance, of (a) air carrier aircraft, and 
(6) the Federal airways and supporting units. A third program covers the 
administration, including enforcement, of Transportation Order T—-1 and T-2. 

The CAA programs were administered under Department Order 128, as 
amended and supplemented, which, in turn, is presently based on Executive 
Orders 10219, 10480, Office of Defense Mobilization Order DMO VII-5: also 
Business and Defense Services Administration Delegation 6, and its related 
policy memorandum, and Transportation Orders T-1 and T-2. 

Beginning July 1, 1953, after amendment of the Defense Production Act, 
the defense materials system became effective, under which allotments of ma- 
terials and the issuance of priorities applied only to military and atomic energy 
programs. Recognition had been granted by the Defense Department and the 
National Production Authority to the two major programs administered by 
CAA, as being closely connected with the defense effort. Pursuant to this 
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recognition, authorizations had been received from BDSA permitting use of 
military allotment symbols and priority-rating symbols for these programs. In 
light of this, the Office of Defense Mobilization designated CAA as an allotting 
agency under the defense materials system with respect to both of the programs 
indicated above, and has extended this authority to certain areas of the civil 
airports programs which had not previously been acknowledged as being a 
military or direct defense-connected program. 

2. Summary of programs.—The following summaries of the programs are 
set forth with respect to operations beginning July 1, 1953, and ending June 30, 
1954: 

A. Air carrier aircraft——This program consisted of two parts. The first part 
dealt with the establishing of production schedules for the manufacture of civil 
air carrier aircraft; the second part dealt with the maintenance, repair, and 
operating supplies for air carrier aircraft. 

With respect to the first part, the CAA, acting as a coordinating ageney for 
the Air Coordinating Committee, prepared and submitted requirements to ACC 
at quarterly intervals for new civil aircraft for both United States and foreign 
carriers. ACC considered these schedules based on aircraft units and, if 
appropriate, approved them. The approved programs were forwarded to the 
Department of Defense Aircraft Production Resources Agency for use as a 
basis for approving the manufacturers’ requests for controlled materials allot- 
ments to implement the scheduled production. In addition, the approved pro- 
grams were forwarded to the Office of Defense Mobilization for its information. 

With respect to the second part which concerned the maintenance, repair, 
and operating supplies for aircraft operated by both domestic and foreign air 
“arriers, the CAA, in exercising its alloting agency responsibilities (@) presented 
requirements for allotments of controlled materials to the Department of De- 
fense; and (6) obtained priority ratings which provided priority assistance 
to air carriers equal to that made available to military organizations. 

The CAA administered the granting of allotments and priority-ratings author- 
ity to United States carriers, and exercised control of allotments and priorities 
for foreign air carriers through coordination with the Bureau of Foreign Com- 
merce and the Foreign Operations Administration. 

An additional program supplementing the second part of this program was 
carried on to assist United States air carriers in cases of emergency to obtain 
spare parts, including engines and propellers, through the Air Force. This 
program, known as the emergency repair parts program, was brought about by 
agreement with the Under Secretary of the Air Force and the Administrator 
of Civil Aeronautics to meet the United States air carrier operators’ needs 
either by diversion from an Air Foree (Navy) procurement source, by outright 
sale by the Air Force (Navy), or by sale conditioned on return of reparable 
parts to the Air Force. 

(1) Effectiveness of program: With respect to the production program for the 
new aircraft approval Was granted for the production of, 225 air carrier aircraft 
for the period of July 1, 1954, through June 30, 1956. 

With respect to maintenance, repair, and operating supplies for air carrier air- 
craft, an adequate allotment of controlled materials to meet the needs of approxi- 
mately 75 domestic and 65 foreign carriers was made and DO ratings to the 
extent of approximately $60 million each quarter were made available during the 
past fiscal year. 

(2) Current need for program: Prior to July 1, 1953, the Department of 
Defense, the National Production Authority, and the Defense Production Admin- 
istration (now Office of Defense Mobilization) had recognized that the air carrier 
program was so closely connected with the defense effort that military allotment 
symbols and priority ratings were authorized. When the Defense Production 
Act was amended and the defense-materials system became effective after July 1, 
1953, the direct defense connection received continued recognition. As a result, 
schedules for the production of new aircraft, prepared by CAA and approved 
by ACO, are submitted to the Department of Defense in order that materials may 
be made available and production of these aircraft may be integrated with mili- 
tary production. With respect to the maintenance, repair, and operating require- 
ments of the air carriers, allotments of controlled materials and priority ratings 
were made available to CAA by the Department of Defense and Business and 
Defense Services Administration. It is considered that this program must be 
continued as long as it is deemed necessary to maintain controls for military 
production. 


NULCMIGAIN LIBMMKARIES 


ur 


VUstivenNSsiil 





AP BPRIAVTIATA RY Pro wevrpere 












102 NATIONAL DEFENSE PRODUCTION AND CONTROLS 


B. Federal airways and supporting units —The CAA administered the collec- 
tion of requirements submitted by the various segments of CAA for the establish- 
ment and maintepance of the Federal airways system, as well as of the Air Navi- 
gation Developr:ent Board and Aeronautical Radio, Inc., and presented 
such requirements to the Department of Defense for issuance of allocations. 
The budgeting of allotments, including accounting control, and the issuance 
of priority authority to the various segments of the CAA for the Federal airways 
system were carried out. 

(1) Effectiveness of program: Based upon allocations received from the 
Department of Defense, allotments of controlled materials were made available 
for the establishment of new air-navigation facilities and also for maintenance 
purposes in amounts necessary to carry on the air-navigation-facilities program 
of the CAA. The use of military allotment symbols and priority ratings for 
equipment and supplies permitted continuation of this program without serious 
delay. 

(2) Current need for program: The air navigation facilities installed by the 
CAA require the use of high-precision electronic equipment and other related 
materials. When the defense materials system became effective on July 1, 
1953, it was considered by the CAA and other agencies of higher authority that 
due to the close connection with the defense, this program should continue to 
receive priority and materials ratings equal to those accorded military pro- 
grams. It is felt that as long as controls applicable to military purchases are 
continued, this program should be afforded equal status with military procure- 
ment. 

C. Miscellaneous priorities and materials.—Under the defense materials sys- 
tem, the manufacture and maintenance of noncarrier aircraft does not qualify 
for priorities and allocations. However, CAA collected requirements in terms of 
aireraft units for defense-supporting civil activities such as executive, agri- 
cultural, and industrial flying. These requirements were incorporated in quar- 
terly production programs and submitted to ACC for anproval. The annroved 
noncarrier aircraft programs were forwarded to the Department of Defense 
Aircraft Production Resources Agency for information as to available pro- 
duction capacity and for integration with the civil air carrier and military 
programs to form the complete United States aircraft-production program. 
Likewise, the approved programs were forwarded to the Office of Defense Mo- 
bilization for information. 

As a result of the sponsorship of the CAA, a nonearrier aircraft prodnetion 
program was approved which formed the basis for the mannfacture of 4,953 air- 
eraft in 1955, and 4,802 in 1956, thus contributing to the stability of aircraft pro- 
duction output which is so important to the continuation of essential nonair 
earrier civil aviation. 

CAA will continue to prepare noncarrier aircraft requirements data for sub- 
mission to the Department of Defense so that mobilization planning will take 
into account this important segment of the aircraft industry. In addition, wher- 
ever any critical shortage may affect the production of such aircraft, the CAA 
will continue to present claims for priority assistance in light of the essentiality 
of the defense effort. 

In addition, CAA performed other duties in connection with its responsibili- 
ties as an allotting agency in the civil-aviation program area. These duties 
included the establishment of requirements for civil-aviation grade gasoline and 
the submittal of these requirements to the Department of the Interior and the 
Armed Services Petroleum Purchasing Agency for their planning purposes. 
Continuing liaison was effected in order to assure that adequate supplies of 
aviation-grade gasoline were programed; assurances were obtained that suffi- 
cient AVGAS would be available for civilian purposes. This is a continuing 
program which will remain necessary until such time as adequate production 
facilities for AVGAS become available. 

Except for some of the large air carriers, aircraft manufacturers and electronic 
manufacturers, the allotting-agency function performed by CAA under the 
Defense Production Act affected a multitude of small-business enterprises which 
received equal treatment and were provided with assistance and encourage- 
ment in the manufacture of electronic equinment, aircraft, and parts. 

D. Transportation Orders T-1 and T-2.—With respect to these orders, instruc- 
tions have been issued by our Office of Aviation Safety to field personnel to report 
immediately to the Under Secretary of Commerce for Transportation any viola- 
tions of the orders that come to their attention. These instructions will be 
continued in force as long as Transportation Orders T-1 and T-2 are in effect. 
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3. Major problems confronting CAA.—There are no major problems in carrying 
out current responsibilities under the act. 

4. Standby programs to meet future emergency.—-The continuance of the air- 
carrier aircraft and Federal airways and supporting-units programs under the 
defense-materials system will be carried out in accordance with the regulations 
and in light of existing conditions. Likewise, the preparation of noncarrier 
aircraft production schedules will be continued. The procedures and necessary 
organization will be maintained as long as controls exist in order to administer 
these programs and also so that in the event of partial or full mobilization, 
expansion of this activity may take place with a minimum of delay. 

5. Future objectives——One objective of the CAA is to establish basic require- 
ments in the event of various mobilization conditions. As representatives of civil 
aviation, the CAA has been requested by the Office of Defense Mobilization to 
continue participation in the mobilization base survey which is a mobilization- 
planning program initiated by that agency. Preliminary data were submitted 
during fiscal year 1953 and more detailed information was developed and sub- 
mitted to ODM during fiscal vear 1954. Continuing studies will be made in 
accordance with the schedule established by ODM. 

6. Changes in organization resulting from reorganization plans.—In connection 
with the priorities and allocations programs discussed above, the Office of 
Aviation Defense Requirements and the Defense Requirements Branch acted as 
the liaison agency within the CAA for contact with other defense agencies such 
as BDSA, ODM, and the Defense Department when necessary to obtain special 
materials and priorities for applicants. However, under the defense-materials 
system, and the generally improved availability of materials, the workload 
incident to priority and allocation matters was reduced considerably as fiseal 
year 1954 progressed. Decision was reached to abolish the Office of Aviation 
Defense Requirements and its functions were transferred on December 21, 1954, 
to the Defense Requirements Branch, Supply Division, Office of General Services. 
Simultaneously, the staffing was reduced from 11 to 4 persons. This subsequently 
has been reduced to three persons and represents the minimum required to 
administer the present priorities and allocations programs. 

The administration of Transportation Orders T-1 and T-2 has been carried 
on by personnel in the Office of Aviation Safety and the Grneral Counsel's Office, 
in addition to their regularly assigned duties. 

7. Other pertinent information.—It is believed that the comments above cover 
the current situation. 


BUREAU OF FOREIGN COMMERCE 


During the latter part of fiscal year 1953 the Office of Defense Mobilization 
initiated a study of the requirements which would have to be met from United 
States production in event of full mobilization. Responsibility for estimates 
of the foreign requirements involved by the assumptions of the study was 
assigned to the Office of International Trade and the Mutual Security Agency. 
Near the close of fiscal 1953, the OIT-MSA estimates were submitted to the 
ODM and representatives of that agency suggested certain additional informa- 
tion, work on which was carried over into fiscal 1954. Beginning September 
1954 the Office of Defense Mobilization has asked further refinement of the 
estimates submitted in 1953 and that work is in progress. 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


PROGRAM AND AUTHORITY 


The program of the Defense Air Transportation Administration for the past 
year has been one of further perfecting the readiness of civil air transportation 
facilities for conversion overnight to the most effective possible wartime opera- 
tion. This has not involved the actual exercise of priorities and allocations au- 
thority in the use of air transport facilities, but it has involved maintaining an 
“allocation” of four-engine, long-range aircraft, by registration number, to & 
civil reserve air fleet continually geared into most recent Department of 
Defense plans, so that an actual allocation could be executed on a moment’s 
notice. This standby “allocation” is alse necessary for effective mobilization 
planning in this field. 

The President’s priorities and allocations authority over the use of facilities 
as he deems necessary to promote the national defense, which stems from 
section 101 of the Defense Production Act, is delegated in Executive Orders 10480 
and 10219 to the Secretary of Commerce with regard to certain transportation 
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facilities. In Commerce Department Order 137, the Secretary has redelegated 
this authority, with regard to air transportation facilities, to the Defense Air 
Transportation Administration. DATA’s duties include: 

1. Assemble and analyze data on the requirements of civil air transportation 
and of the Department of Defense for aircraft of the types used by civil air 
carriers. 

2. Formulate plans and programs and initiate action to meet these require- 
ments, including the transfer or assignment of aircraft of civil air carriers to 
the Department of Defense when required for such needs of the Armed Forces 
as are approved by the Director of ODM. 

8. Consult with the Chairman of the CAB on the redistribution of remaining 
aircraft among civil air carriers to assure the maintenance of essential civil 
routes and services. 

4. Schedule the movement of traffic and administer priorities for civil air 
earrier transportation. 

Section 302 of the Defense Production Act authorizes the President to make 
loans for the expansion of capacity by private enterprises where such expansion 
is essential for the national defense. The function of recommending to ODM 
such loans for air transportation facilities was delegated to the Secretary of 
Commerce in section 312 of Executive Order 10480, and in turn delegated by him 
to DATA in Department Order 137. 

Two other DATA activities, not under the Defense Production Act, but closely 
related to the national defense are: (1) Accelerated tax amortization of air 
transportation facilities under section 124A of the Internal Revenue Code, and 
(2) aviation war-risk insurance under Public Law 47, 82d Congress. These 
responsibilities, which came to the Secretary through section 312 of Executive 
Order 10480 and Public Law 47, respectively, were delegated by him to DATA 
in Department Order 137. 


ALLOCATION OF AIRCRAFT 


The current allocation of aircraft between military support and commercial 
Wwar-supporting uses is for 308 4-engine aircraft, by registration number, to the 
Civil Reserve Air Fleet. This is 40 percent of the total fleet capacity, and meets 
the latest military war plans and changes in inventory of available civil air- 
eraft. The relative contributions of air carriers are made after reviewing 
recommendations of an industry allocations advisory committee on which all 
affected carriers are represented. 


CIVIL RESERVE AIR FLEET 


During the past year, modification of aircraft allocated to the CRAF, whereby 
military equipment of over 1,000 pounds can be installed immediately as a result 
of modifications weighing less than 50 pounds dead weight, has been completed 
on two-thirds of the reserve fleet. 

The Atlantic committee and Pacific committee of the logistics working group 
are now further perfecting operational plans, bringing them up to date, and 
developing procedures for maintaining them on a continuing basis. The group 
draws for expert technical advice upon over 300 individuals in the air-transporta- 
tion industry who have security clearance for this project, as well as representa- 
tives from Air Force Headquarters, Air Materiel Command, Military Air- 
Transport Service, Civil Aeronautics Administration, Aeronautical Radio, Inc., 
Airlines Personnel Relations Conference, and DATA. 

Agreement has been reached between carrier representatives and the Air 
Force regarding the basic principles for standby airlift contracts whereby the 
CRAF can be employed when needed without confusion, loss of efficiency, or 
financial difficulties. DATA has assisted in this phase of the CRAF program 
by encouraging a new approach to the standby-contract problem when previous 
efforts had stalled. DATA is now taking steps to assure that no problem arises 
with regard to certain cooperative arrangements between the carriers for the 
CRAF program from the standpoint of the antitrust laws. 


WAR AIR SERVICE PATTERN 


Authority has been delegated to the Chairman of the Civil Aeronautics Board 
to realloeate aircraft between civil operators on a war air service pattern for 
the most effective use of air transportation for national-defense purposes. This 
year, an airline advisory committee has been working with the CAB and DATA 
to further improve the war air service pattern readiness. 
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AIR PRIORITIES 


Under a written agreement between the Secretaries of Commerce and De- 
fense, there is an Air Priorities Board, with the Administrator of DATA repre- 
senting the Secretary of Commerce. This Board has been created to determine 
policies required for the operation of a single worldwide air-priorities system 
controlling traffic on military and civil-transport-type aircraft in the event of 
war. 

The standby organization which would administer the policies of the Air 
Priorities Board has not yet been formalized, and remains a major item of 
unfinished business. 

An interim organization, with airline experts designated by name and phone 
number, has been established among domestic airlines to administer the air- 
priorities system pending the creation of a standby Department of Defense 
organization, in order that under emergency conditions the most essential and 
urgent traffic, military and civil, and civil defense, will move first. 


GENERAL AVIATION 


To help in meeting civil-defense-emergency requirements, a national emer- 
gency defense airlift (NEDA) plan has been prepared for the use of approxi- 
mately S00 corporate and privately owned aircraft of transport type which may 
be directed through the airline communications networks and the air priorities 
control system. 

TAX AMORTIZATION AND DEFENSE LOANS 


During the period covered by this report, necessity certificates were issued, 
on DATA’s recommendation, covering 36 transport aircraft and related spares 
in the amount of $76 million at 80 percent. All aircraft were under an ODM- 
approved goal. 

There were no applications for defense loans under section 302 of the De- 
fense Production Act. 

AVIATION WAR-RISK INSURANCE 


This year, an interim binder program, whereby war-risk coverage would auto- 
matically attach upon an outhreak of war, was proposed by DATA, but the 
necessary approval of a war-risk revolving fund budget under Public Law 47 
was not granted for the fiscal year 1955. 


SMALL BUSINESS 


Small business is included and given equal treatment in all DATA programs. 
These programs are concerned with the entire air-transportation industry, in- 
cluding large and small certificated carriers, noncertificated carriers, and cor- 
porate and private aircraft. Representatives of all air carriers are consulted 
and are designated members of advisory committees if their aircraft and serv- 
ices are included in these programs. 


MARITIME ADMINISTRATION 
CERTIFICATES OF NECESSITY 


The Maritime Administration is the delegate agency for making recommenda- 
tions to the Office of Defense Mobilization on applications for accelerated tax 
amortization covering the building or reconversion of oceangoing ships, including 
the percentage of the capital cost eligible for rapid amortization. During fiscal 
year 1954, 8 applications were processed totaling about $30 million, of which 6 
applications were recommended for approval for certificates of necessity and 2 
applications are still under consideration. 

Authority.—Section 124A of the Internal Revenue Code, as added by section 
216 of the Revenue Act of 1950, and implemented by Executive Order 10480, as 
amended; Department of Commerce Order 128 (amended), dated February 13, 
1953; and supplement 1 thereto, dated March 13, 1951. 


LOAN GUARANTIES 


The Maritime Administration is the delegate agency for making recommen- 
dations to the Office of Defense Mobilization on applications for the guaranty 
of loans made to Government contractors by private financing institutions, cover- 
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ing the building or reconversion of oceangoing ships. One application, amounting 
to $24 million, was recommended for approval during the past fiscal year. 

Authority —Section 301 of Defense Production Act of 1950, as amended, imple- 
mented by Executive Order 10480, as amended; and regulation V of the Federal 
Reserve Board; Department of Commerce Order No. 128 (amended), dated Feb- 
ruary 13, 1953; and supplement 1 thereto, dated March 13, 1951. 


MOBILIZATION READINESS PROGRAM 


The mobilization readiness program covering the construction of oceangoing 
ships and shipyards for mobilization programs, was revised in February 1954. 
Estimates of deficiencies in long-lead-time tools for outfitting shipyards and in 
the availability of long-lead-time components for new ships, particularly new ship 
powerplants (steam turbine and reduction gears), as well as estimates covering 
plate, steel castings, and heavy and light forgings were submitted to the Office 
of Defense Mobilization. 

Under this program, a revised agreement was developed between the Maritime 
Administration and the Department of Defense to succeed the agreement of 
August 1951 covering the relationships between the National Shipping Authority 
and the Military Sea Transportation Service. As a classified annex thereto an 
agreed preallocation of merchant-type ships to the Military Sea Transportation 
Service in the event of full mobilization was included. Agreement was also 
reached with the Department of the Navy on a division of the Nation’s existing 
commercial ship construction plant as well as the Government-owned shipyards, 
in an emergency. 

During the fiscal year there was completed the redesign of the Maritime North 
Carolina Reserve Shipyard from a 9 shipway to a 6-way shipyard for the mass 
construction of the large vessels which would be required in a mobilization pro- 
gram. From these plans, there is being developed a layout of a six-way shipyard 
for building such vessels, to serve as a guide for the redesign of other yards and 
the design of new shipyards in an emergency. 

In view of the inadequacy of the existing shipbuilding facilities in relation 
to the Nation’s mobilization requirements, the Maritime Administrator requested 
the Director, Office of Defense Mobilization, to make available to the Maritime 
Administration funds required for shipyard rehabilitation, construction, equip- 
ment, etc., including long-lead-time equipment for existing and proposed ship- 
yards. On August 25, 1954, Defense Mobilization Order VII-7 was issued giving 
recognition to the need for maintaining the shipbuilding mobilization base. The 
request for funds is pending. 

Authority.—Defense Production Act of 1950, Public Law 774, 81st Congress: 
Executive Order 10480, as amended; Department of Commerce Order No. 128 
(amended), dated February 13, 1953; supplement 1 thereto, dated March 13, 
1951; and supplement 2 thereto dated May 24, 1951. 


COCPERATION WITH OTHER GOVERNMENT AGENCIES FOR THE EFFICIENT UTILIZATION 
OF PORT FACILITIES 


The Maritime Administration maintains liaison with port authorities and the 
shipping industry on port matters and with the Defense Transport Administra- 
tion; Office of International Trade, Department of Commerce; Department of 
Defense, and other Government agencies through representation on interagency 
committees such as the Interagency Committee on Port Utilization. On behalf of 
the several interested Federal agencies, the Maritime Administration maintains on 
a current basis an inventory of United States port facilities and estimates of their 
eapacities. A major revision of this study was prepared by the Maritime Admin- 
istration and distributed by the Office of Defense Mobilization during the fiscal 
year. Also during the year the Maritime Administration, at the request of the 
Interagency Committee on Port Utilization and the Office of Defense Mobilization 
Committee on Defense Transportation and Storage, completed a preliminary 
study on steps necessary for keeping small ports alive against the day such ports 
may be required for national-defense purposes. 

The purpose of these studies is to determine the steps necessary on the 
part of the Government to insure the availability of ports and port facilities 
under emergency conditions. 

Authority.—Section 8 of Merchant Marine Act, 1920; Defense Production Act 
of 1950, Public Law 774, 81st Congress; Executive Order 10480, as amended; 
Department of Commerce Order 128 (amended), dated February 13, 1953, and 
supplement 1 thereto dated March 13, 1951. 
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USE OF MARITIME ADMINISTRATION EQUIPMENT 


At the request of the Office of Defense Mobilization, the Maritime Administra- 
tion made available to national-defense contractors and to defense-supporting 
industry, on a loan basis, critical machine tools and metalworking equipment 
from its four reserve shipyards. Most of these arrangements were made with 
prime contractors of the Department of Defense, many in the small-business 
category. 

Authority.—Defense Production Act of 1950, Public Law 774, 8ist Congress: 
Executive Order 10480, as amended; Department of Commerce Order 128 
(amended), dated February 13, 1953, and supplement 1 thereto dated March 13, 
1951. 


PARTICIPATION IN INDUSTRIAL PROCUREMENT ALLOCATION PLANNING 


The Maritime Administration is engaged in a standby procurement program 
in cooperation with the Department of Defense, the Atomic Energy Commission 
and other Government agencies. Under this program, through mutual peacetime 
agreements between the pertinent Government agencies and private industry, 
each critical industry is given its mobilization assignment in terms of the items 
and quantities to be produced, and the rate of production. 

More specifically, the Maritime Administration, in cooperation with the three 
armed services, has reserved production capacity with some 1,800 private indus- 
trial facilities, many of which are properly classified as small business. In 
addition, approximately 700 mobilization production schedules have been ac- 
cepted by executives of private industry. At the present time standby procure- 
ment emphasis is being restricted to some 85 main ship and shipyard components. 

Authority.— Defense Production Act of 1950, as amended, Public Law 774, 81st 
Congress; Executive Order 10480, as amended; Defense Mobilization Order 
VII-7, dated August 25, 1954; Department of Commerce Order 128 (amended), 
dated February 13, 1953; and supplement 1 thereto, dated March 13, 1951. 


CLAIMANT AGENCY FOR MATERIALS FOR SHIP CONSTRUCTION 


The Maritime Administration cooperates with the Department of Defense in 
allocating critical materials for defense shipbuilding under Maritime Adminis- 
tration cognizance in accordance with the Defense Materials Plan (DMP) which 
succeeded the Control Materials Plan (CMP). 

Authority.—Defense Production Act of 1950, Public Law 774, 81st Congress; 
Executive Order 10480, as amended; Department of Commerce Order No. 128 
(amended), dated February 13, 1953 ; supplement 1 thereto, dated March 13, 1951, 
and supplement 2, dated May 24, 1951. 


DETERMINATION OF REQUIREMENTS FOR THE ALLOCATION OF MERCHANT SHIPS, THE 
SCHEDULING OF CARGO MOVEMENTS, AND THE ADMINISTRATION OF PRIORITIES FOR 
TRANSPORTATION OF CARGO 


Under this program the Maritime Administration’s Office of National Shipping 
Authority and Government Aid continued to take such action as was appropriate 
to assure that privately owned United States flag ships would be utilized to a 
maximum extent in keeping with the intent of Congress for the transportation of 
Department of Defense and foreign-aid cargoes. In the past when deficiencies 
arose in the number and type of American privately owned ships, Government- 
owned ships were placed in operation through the appointment of general agents. 
However, during fiscal year 1954 there were no foreign-aid cargoes lifted by Gov- 
ernment-owned vessels, and only a minimum number of vessels was allocated 
to the military. During this period the number of vessels thus employed was 
reduced from 141 to 26. 

In connection with the foregoing the Office of National Shipping Authority 
and Government Aid formulated policies, regulations, and procedures for the 
operation, maintenance and deactivation of vessels which had been or are now 
operated under general agency agreements. 

Despite the cutback in this foreign-aid program, the Office of National Shipping 
Authority and Government Aid continued to assemble and analyze data relative 
to the requirements for ocean transportation from and to the United States 
and the supply of merchant shipping available to meet these requirements, main- 
taining at all times constant liaison with other Government agencies such as the 
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Foreign Operations Administration, General Services Administration, Office of 
Defense Mobilization, and Office of International Trade, Department of Com- 
merce. In addition, constant contact and liaison was required with foreign 
government representatives and representatives of private American-flag 
operators, 

The Office of National Shipping Authority and Government Aid’s responsi- 
bility for the administration of the general agency program was particularly 
significant in the following: 

1. Successful conclusion of a major -ship deactivation program, with a total 
of over 600 ships being deactivated and returned to the reserve fleets. 

2. Administration of a continued general agency program, at a reduced level 
involving the employment of 48 general agents for the operation of 141 ships as 
of July 1, 1955, and 23 general agents for the operation of 26 ships as of June 30, 
1954. 

Authority.—Defense Production Act of 1950, Public Law 774, Sist Congress: 
Executive Order 10219; Executive Order 10480, as amended: Department of 
Commerce Order No. 128 (amended), dated February 13, 1953, and Supplement 1 
thereto, dated March 13, 1951. 


ADMINISTRATION OF THE PROVISIONS OF THE VOLUNTARY PLAN FOR THE CONTRIBUTION 
OF TANKER CAPACITY FOR NATIONAL DEFENSE REQUIREMENTS 


All owners of United States flag tankers of 6,000 deadweight tonnage and 
over, with the exception of 2, are participating in this plan under supervision 
of the National Shipping Authority. This participation represents 99 percent 
of the eligible tonnage. 

During the fiscal year, the movement of all military tanker cargoes was accom- 
plished without utilizing this plan. However, meetings of the Tanker Require- 
ments Committee, established to administer the plan continued and the plan 
remains in suspension pending any future needs of the Military Sea Transporta- 
tion Service to resume such operations. 

Authority.—Defense Production Act of 1950, Public Law 774, Sist Congress: 
Executive Order 10219; Executive Order 10480, as amended; Department of 
Commerce Order No. 128 (amended), dated February 13, 1953, and Supplement 1 
thereto, dated March 13, 1951. 


ADMINISTRATION OF CONTROLS TO PREVENT AMERICAN-FLAG SHIPS FROM TRADING 
WITH COMMUNIST CHINA 


The responsibility for administering the provisions of Department of Com- 
merce Transportation Orders T-1 and T-2, banning American-flag ships from 
trading with Communist China, was assigned to the Maritime Administration 
as of April 2,1951. American shipowners and operators continued to give whole- 
hearted support in making these regulations effective, and no incident arose 
requiring official Maritime Administration action under these orders during 
fiscal year 1954. 

Authority.—Defense Production Act of 1950, Public Law 774, Sist Congress; 
Executive Order 10480, as amended; Department of Commerce Transportation 
Order T—1, dated December 8, 1950, and Transportation Order T—2, dated Decem- 
ber 16, 1950; Department of Commerce Order No. 128 (amended), dated Feb- 
ruary 13, 1953; Supplement 5 thereto, dated December 17, 1951. 


ORGANIZATION CHANGES 


During the past fiscal year, there were no changes in organization resulting 
from reorganization plans of the President. 


BUREAU OF PUBLIC ROADS 


PROGRAMS CARRIED ON UNDER AUTHORITY OF THE DEFENSE PRODUCTION ACT, AS 
AMENDED, AS IMPLEMENTED BY EXECUTIVE ORDERS, DEPARTMENTAL ORDERS, DELE- 
GATIONS, ETC. 


The Bureau of Public Roads, under the authority of Executive Order 10480, 
Defense Mobilization Order VII-5, Department of Commerce Order 128 
(amended), and Supplement 2 to Department of Commerce Order 128 (amended), 
acts aS a supply and requirement agency for the Office of Defense Mobilization 
in regard to highway construction and maintenance, including urban streets, 
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regardless of financing. During the past year the Bureau of Public Roads has 
prepared for the Office of Defense Mobilization estimates of the steel, copper, and 
aluminum required for highway construction during the years I, Il, and ILI of 
a full mobilization period. 

The Bureau of Public Roads has under the authority of the Federal Highway 
Act of 1921, as amended, performed a large amount of work that is also requested 
under Executive Order 10480 and Defense Mobilization Order VI-2. Such work 
includes the development of the interstate highway system as a transportation 
route for defense, the development of bypass routes around our major cities 
and industrial areas, and the provision of access roads to military and defense 
material production installations, 

The Bureau of Public Roads has cooperated with other Federal agencies in the 
establishment of plans for the emergency direction of transportation during 
an emergency, the control of highway radio communications under emergency 
conditions, the restoration of transportation facilities destroyed by an enemy 
attack, and other such plans. The Bureau of Public Roads has also in its cooper- 
ative work with the State, county, and city highway authorities assisted in the 
development of plans for action by the local highway authorities under emergency 
conditions and assisted in the development of plans for the direction of that work 
by radio. In many areas the highway authorities have been designated as the 
central control authority for the direction of all emergency work. 


MAJOR PROBLEMS IN CARRYING OUT ITS RESPONSIBILITIES UNDER THE ACT 


The major problem facing the Bureau of Public Roads at this time is the 
rehabilitation of the interstate highway system. Since this system is now over- 
loaded with traffic and in most cases passes through the densely populated urban 
and manufacturing areas, it would be subject to closure in case of attack. The 
Bureau of Public Roads under the provisions of the Federal-Aid Highway Act of 
1954 is attempting to rebuild the interstate system to a standard that will provide 
a countrywide network of highways capable of carrying the material and man- 
power needed in the defense of the country and which will at the same time 
provide the necessary highway transportation. 


V-LOAN GUARANTY PROGRAM 


1. This program consists of the guaranty of loans made to defense contractors 
under authority of section 301 of the Defense Production Act, as amended, and 
sections 301 and 302 of Executive Order 10480. 

2. This program includes the guaranty of loans to defense contractors made 
by private banks, in cases wherein the Department of Commerce has the dollar 
preponderance of all defense contracts of the borrower; furnishing of certificates 
of eligibility to other agencies, in cases wherein this Department has some con- 
tracts but such other agencies have the dollar preponderance of contracts; and 
maintaining continuous liaison with the Federal Reserve Board. 

All guaranties made under this program have invelved loans to small busi- 
nesses which probably could not have afforded to bid on defense contracts 
otherwise. 

3. There are no particular problems facing the Department in connection with 
this program at the present time because all loans guaranteed by the Department 
have been paid in full, or the guaranties have been canceled because of the 
transfer of the loans to another agency having the dollar preponderance of 
defense contracts. 

4. While there is no particular standby program as such, there are Department 
orders on our books to handle the program should it be resumed in quantity. 

5. In handling this program and passing on applications for guaranties, the 
Department of Commerce has been mindful of the interest of the Joint Com- 
mittee on Defense Production in small business, This concern parallels a long- 
standing interest of the Department of Commerce in this field. As stated in 
paragraph 2 above, all our guaranties have involved loans to small business. 
As a result of these guaranties, these businesses have been enabled to bid on and 
to undertake defense contracts of importance to the national defense effort which 
they would have been unable to do in the absence of such guaranties. 

6. No changes in the organization handling this program have resulted from 
any reorganization plan. This program is coordinated through the Office of 
the General Counsel. No additional personnel has been employed. All matters 
are being handled by existing personnel as part of their duties. 
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APPENDIX 
UNITED STATES OF AMERICA, DEPARTMENT OF COMMERCE 
Department Order No, 152 
MANUAL OF OrpDERS—Parr 1 


Date of issuance: October 1, 1953 






Effective date: October 1, 1953 


Subject: Organization and Functions of the Business and Defense Services 
Administration 


Section 1. Purpose 


The purpose of this order is to establish the Business and Defense Services 
Administration within the Department of Commerce and define its authority, 
organization, and functions. 


Section 2. Establishment and Organization 


01 Pursuant to the authority vested in the Secretary of Commerce by Re- 
organization Plan No. 5 of 1950, there is hereby established as a primary organ- 
ization unit of the Department of Commerce the Business and Defense Services 
Administration in furtherance of the Department’s statutory responsibility to 
foster, promote, and develop commerce and industry. The Business and Defense 
Services Administration shall be under the authority and supervision of the 
Assistant Secretary for Domestic Affairs and shall be directed by an Administra- 
ter who shall be appointed by the Secretary and who shall report and be responsi- 
ble to the Assistant Secretary. 

02 The Business and Defense Services Administration shall consist of the 
following organization units: 


1 Office of the Administrator, including— 
(1) Deputy Administrator 
(2) Assistant Administrators 
(3) Assistant Deputy Administrator 
(a) Special Services Staff 
(b) Administrative Staff 
(4) Staff Offices, including 
(a) Office of Technical Services 
(b) Office of Small Business 
(ec) Office of Distribution 
2 Industry Divisions, including— 
(1) Agricultural, Construction, and Mining Equipment 
(2) Aluminum and Magnesium 
(3) Automotive 
(4) Building Materials and Construction 
(5) Business Machines and Office Equipment 
(6) Chemical and Rubber 
(7) Communications Equipment 
(8) Consumer Durable Goods 
(9) Containers and Packaging 
(10) Copper 
(11) Blectrical Equipment 
(12) Blectronics 
(13) Food Industries 
(14) Forest Products 
(15) General Components 
(16) General Industrial Equipment 
(17) Iron and Steel 
(18) Leather, Shoes and Allied Products 
(19) Metalworking Equipment 
(20) Miscellaneous Metals and Minerals 
(21) Power Equipment 
(22) Scientific, Motion Pictures, and Photographie Products 
(23) Shipbuilding, Railroad, Ordnance, and Aircraft 
(24) Textiles and Clothing 
(25) Water and Sewage Industries and Utilities 
83 Office of Field Services 
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Section 3. Delegation of Authority 
.01 Subject to such policies and directions as the Secretary of Commerce may 
prescribe, the Administrator of the Business and Defense Services Administra- 
tion shall perform the functions and exercise the power and authorities relating 
to industry and trade of the United States vested in the Secretary of Commerce 
by the Act of February 14, 1903 (32 Stat. 826), as amended, and shall exercise 
the authority delegated to the Secretary of Commerce under the Defense Pro- 
duction Act of 1950, as amended and extended, except the functions and author- 
ities vested in the Secretary of Commerce with respect to the use of transportation 
facilities and in connection with the creation of new agencies within the Depart- 
ment of Commerce. In addition the Administrator shall perform the functions 
and exercise the authorities vested in the Secretary of Commerce under the 
Rubber Act of 1948, as amended by Executive Order 9942 of April 1, 1948. 

.02 The Administrator of the Business and Defense Services Administration 
may redelegate any power or authority conferred on him by this order to any 
officer of the Business and Defense Services Administration and he may authorize 
such redelegations by such officer as he may deem appropriate. 


Section 4. General Functions and Objectives 
The General functions and objectives of the Business and Defense Services 

Administration, consistent with the scope and authority conferred on the Secre- 

tary of Commerce by or pursuant to law, shall be to— 

1 Assure the achievement of military and atomic energy programs by 
channeling, where necessary, the materials and products required 
therefor in accordance with the pr@isions of the Defense Production 
Act of 1950, as amended ; 

2 Insure the development of practical mobilization programs by ascer- 
taining the production potential of the industrial economy as related 
to materials, products, and facilities, for defense supporting and 
essential civilian needs, for which the Department of Commerce is 
the cognizant agency ; 

8 Provide the framework for the integration of defense production and 
mobilization programs with industry’s long-range plans for main- 
taining civilian production and employment on a sound basis; 

4 Provide a nucleus organization capable of rapid expansion as an 
operating agency for administration of production and materials 
controls in the event of a future emergency ; 

5 Foster the transition from emergency mobilization efforts to the opera- 

tions of a free-enterprise system ; 

6 Except as otherwise provided by law or Executive Order, establish 
the Business and Defense Services Administration as the logical 
point in Government for representation of the domestic interests of 
business and industry in their relations with other governmental 
agencies ; 

Provide other departments and agencies of the Executive Branch and 
the Congress with required information and judgment concerning 
the viewpoints and interests of business and industry ; 

8 Cooperate in assuring consideration of the domestic needs of small 
business enterprises with the view to strengthening their position 
in the national economy ; 

Obtain the views and advice of business through the establishment of, 
and consultation with, industry councils and industry advisory com- 
mittees, and through cooperation with trade associations ; 

10 Encourage efficient and effective domestic distribution of goods and 
services to further the expansion of domestic markets necessary for 
optimum utilization of the Nation’s productive capacity ; 

11 Act as a clearing house for Government technological information of 
interest to business and assist industry in the voluntary standardiza- 
tion of products ; and 

12 Cooperate with other agencies of Government in programs to achieve 
economic stability and growth and with industry in the develop- 
ment of industrial and business programs having as their purpose a 
sound, prosperous, and expanding economy. 


Section 5. Functions of the Office of the Administrator 


.01 The Administrator shall determine, develop, and coordinate policies and 
programs and direct all operations of the Business and Defense Services Admin- 
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istration. To achieve a proper balance between the foreign and domestic respon- 
sibilities of the Department of Commerce, the Administrator shall, however, 
consult and collaborate with the Assistant Secretary for International Affairs. 
The Administrator shall also assist the Bureau of Foreign Commerce in carrying 
out its policies and service to business programs for the promotion of United 
States international trade and investment. 

02 The Deputy Administrator shall be the chief operating aide to the Admin- 
istrator and assist in the direction of the operations of the Administration and 
perform other duties assigned by the Administrator. 

03 The Assistant Administrators shall recommend to and advise with the 
Administrator and the Assistant Secretaries of Commerce on policies and pro- 
grams and advise on the practical application of such programs and policies to 
the operation of the Administration. They shall provide the Administration 
with the point of view of industry in general and the point of view of specific 
industries represented by the Industry Divisions in their assigned areas. 

4 The Assistant Deputy Administrator shall assist the Administrator, 
Deputy Administrator, and the Assistant Administrators in the performance of 
staff and administrative functions, and shall perform such other duties as 
assigned by the Administrator. He shall secure all administrative services for 
the Administration through the offices reporting to the Assistant Secretary of 
Commerce for Administration. 


Section 6. Functions of Staff Offices 

.01 The staff offices described below shall cooperate and work in conjunction 
with Industry Divisions in areas@f mutual interest and shall furnish such tech- 
nical staff service as may be required by individual Industry Divisions to carry 
out assigned responsibilities. 

02 The Office of Technical Services shall work with and assist State planning 
and development groups, and regional and local area development agencies in 
studying the economic problems and potentialities of an area as a whole and in 
developing programs for making greater use of local resources and expanding 
the industry and commerce of the area by making the data, skills, and experience 
of the Department available to such organizations; assist industries to develop 
and agree upon commercial standards as to quality, testing, and ratings; collect 
and compile scientific and technical information on technological productivity 
for dissemination to business enterprises; shall serve as the point of contact 
with trade associations and other nonprofit trade groups for the purpose of 
encouraging their cooperation and obtaining recommendations with respect to the 
domestic commerce programs and activities of the Department; and bring to the 
attention of American inventors, in cooperation with the National Inventors 
Council and representatives of the Department of Defense and such other Federal 
agencies as may wish representation, the technical problems of Government 
groups. 

08 The Office of Small Business shall act as advisor to the Administrator and 
other officials of the Department on small-business aspects and interests involved 
in the programs and operations of the Department. Among other functions it 
shall participate in mobilization planning carried on by the Business and Defense 
Services Administration for the purpose of insuring proper consideration of 
small concerns; and review existing and proposed publications of the Business 
and Defense Services Administration with respect to their impact on small 
business. It shall be the focal point in the Department for liaison with the 
Small Business Administration. 

04 The Office of Distribution shall provide a focal point within the Depart- 
ment of Commerce for the retail, wholesale, and service trades, and for all others 
engaged in the domestic distribution of goods and services; collect, analyze, and 
disseminate information on domestic market characteristics and potentials by 
industry and geographical areas; cooperate with other data-collection agencies 
for the development of effective programs for the exchange of marketing infor- 
mation; and advise on policy issues affecting the domestic distribution and 
serVice trades, and the impact of current or proposed marketing laws and regula- 
tions upon the effective operation of such distribution activities. 


Section 7. Functions of the Industry Divisions 


.01 Each Industry Division of the Business and Defense Services Adminis- 
tration is assigned functions and responsibilities with respect to individual or 
related segments of American domestic industry. 
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.02 The Industry Divisions shall initiate policy and program proposals 
affecting their’respective areas of operatiens:for submission to and consideration 
and decision by the Administrator. 

03 The functions of the Industry Divisions relating to defense production 
and mobilization readiness shall be carried out in accordance with operating 
functions delegated to the Secretary of Commerce under the Defense Production 
Act of 1950, as amended, and by the Director of the Office of Defense Mobilization. 

.04. The Industry Divisions shall cooperate with other organizations of the 
Department of Commerce, other governmental agencies and business and industry 
in developing programs of practical value to the business and industrial commu- 
nities so as to foster a common understanding of the problems of Government and 
business. 

05 More specifically, the Industry Divisions shall perform the following 
functions as prescribed by the Administrator : 

1 Defense production activities: 

(1) Administer the Defense Materials System and take related 
actions in support of military and atomic-energy programs, 
(2) Review and make recommendations to the Office of Defense 
Mobilization on expansion goals, tax amortization, and do- 
mestic loan applications, and 
3) Make recommendations on the stockpiling or the disposal of 
stockpiled strategic materials and equipment in relation to 
industrial requirements to avoid any adverse effects on the 
; national economy ; 
2 Mobilization preparedness activities: 

(1) Participate in the development of the Government’s Mobiliza- 
tion Base Program for the provision of adequate industrial 
facilities in the event of national emergency, 

(2) Provide the mobilization authorities with basic data for use in 
the identification and rating of facilities to be protected 
against the possibilities of enemy damage, and 

(3) Provide assistance to the Office of Defense Mobilization in re- 
gard to participation with industry in postattack planning: 

3 siahann Services activities : 

(1) In furtherance of economic stability and growth, provide in- 
formation and recommend to the Administrator and the As- 
sistant Secretary for Domestic Affairs policies designed to 
promote industrial expansion and business progress for their 
guidance in the determination of policy and in the presenta- 
tion of business opinion and advice to the Executive and Leg- 
islative Branches, 

(2) Collect, analyze, and disseminate information on the condition 
and levels of business activity in specific industries and 
trades pertinent to the production and marketing of indus- 
trial commodities and resources for governmental purposes 
and as a service to business and trade groups, 

(3) Evaluate policies, plans, activities, and orders of the Depart- 
ment of Commerce, as well as existing and proposed legisla- 
tion affecting business, from the standpoint of the workabil- 
ity of these measures in everyday business and industrial 
operation and report to the Administrator and the Assistant 
Secretary for Domestic Affairs, 

(4) Assess the impact of Government operations insofar as they 
impinge on the interests of private business and report such 
assessments to the Administrator and to the Assistant Secre- 
tary for Domestic Affairs, and 

(5) Assist domestic business in its relations with other depart- 
ments and agencies of the Government. 


Section 8. Functions of the Office of Field Services 


The Office of Field Services shall carry out the field programs of the Business 
and Defense Services Administration. It shall also carry out the field programs 
of the Bureau of Foreign Commerce and such other bureaus and organizational 
units of the Department as the Secretary of Commerce may direct. Through 
dcpartmental field and cooperative offices, the Office of Field Services shall make 
the Department’s services and facilities readily available to the business com- 
munity, and shall serve to establish and maintain o: 1 loenl level the Depart- 
ment’s relationship to the business community. 


(e 


Ves RIUAZAIN LIDNATLILC DS 


wea 


eee © b-F4e7S 8 8 










































TUCO AT WUCUIKAT Trena~TEer 
































114 NATIONAL DEFENSE PRODUCTION AND CONTROLS 


Section 9. Transfer Provisions 


.01 There are hereby transferred to the Business and Defense Services Ad- 
ministration the functions and responsibilities of : 

1 The Office of Field Service from the Office of the Assistant Secretary of 

Commerce for Administration ; 

The Office of Technical Services; 
3 The Office of Distribution; 
4 The Office of Industry and Commerce, which are hereby assigned to 
the Office of Technical Services; and 
5 The Industry Evaluation Board, as continued by Executive Order 10421 
of December 31, 1952. 

.02. The National Production Authority is hereby abolished. 

.03 The Assistant Secretary of Commerce for Administration, acting through 
appropriate offices of the Department, shall determine and arrange for the proper 
transfer of personnel, funds, records, and equipment of the units referred to in 
Sections 9.01 and 9.02 above to effectuate the purposes of this order. 


Section 10. Effect on Other Orders 


01. This order supersedes the following Department Orders: 
No. 18 (Amended) of June 1, 1950 
No. 52 (Amended) of October 14, 1949 
No. 120 of July 1, 1950 
No. 123 (Amended) of May 6, 1952, and Supplement 1 of June 29, 1951 
No. 129 of January 21, 1953 
No. 145 of October 1, 1952, and Amendment 1 of December 9, 1952 

.02 This order amends Department Orders No. 16 (Amended) of June 20, 
1952, No. 88 (Amended) of August 6, 1951, No. 133 of August 7, 1951, and No. 134 
(Amended) of May 29, 1953. Any other orders or parts of orders the provisions 
of which are inconsistent or in conflict with the provisions of this order are 
hereby amended or superseded accordingly. 

03 Department Orders No. 33 of April 1, 1946, No. 76 (Amended) of Novem- 
ber 6, 1947, and No. 110 of September 30, 1949, are hereby revoked. 

.04 All rules, regulations, orders, certificates, directives, delegations, and 
other official actions issued by er relating to the National Production Authority, 
any official thereof, or the units referred to in Section 9.01 above shall remain in 
effect until amended or revoked by proper authority. Any reference in any rule, 
regulation, order, certificate, or other official action to those organizations shall, 
where required, be deemed to refer to the Business and Defense Services Admin- 
istration. 


bo 


SINCLAIR WEEKS, 
Secretary of Commerce. 


UNITED STATES OF AMERICA, DEPARTMENT OF COMMERCE 
Department Order No. 153 
MANUAL OF ORDERS—PartT 1 


Date of issuance: October 9, 1953 Effective date: October 12, 1953 


Subject: Bureau of Foreign Commerce 


Section 1. Purpose 


The purpose of this order is to establish the Bureau of Foreign Commerce and 
to describe its organization and functions. 


Section 2. Establishment and Organization 


.01 Pursuant to the authority vested in the Secretary of Commerce by Re- 
organization Plan No. 5 of 1950, there is hereby established as a primary organi- 
zation unit of the Department of Commerce the Bureau of Foreign Commerce in 
furtherance of the Department’s statutory responsibility to foster, promote, and 
develop the foreign and domestic commerce and industry of the United States. 
The Bureau of Foreign Commerce shall be under the authority and supervision 
of the Assistant Secretary for International Affairs and shall be directed by a 
Director who shall be appointed by the Secretary and who shall report and be 
responsible to the Assistant Secretary. 
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.02 The Bureau of Foreign Commerce shall consist of the following organi- 
zational units: 
1 Office of the Director, which shall include the— 
(1) Assistant Director for Foreign Service Operations 
(2) Foreign Economic Development Staff 
(3) International Resources Staff 
(4) Executive Officer 
(5) Legal Staff 
(6) Publications Staff 
2 Office of Export Supply, which shall include the following organiza- 
tional units: 
(1) Export Control Investigation Staff 
(2) Agricultural and Chemical Products Division 
(3) Finished Products Division 
(4) Materials Division 
(5) Producers Equipment Division 
(6) Operations Division 
(7) Projects and Technical Data Division 
(8) Strategic Controls Division 
3 Office of Economic Affairs, which shall inciude the following organiza- 
tional units: 
(1) American Republics Division 
(2) British Commonwealth’ Division 
(3) European Division 
(4) Far Eastern Division 
(5) Near Eastern and African Divisipn 
(6) International Economic Analysis Division 
4 Office of Intelligence and Services, which shall ‘nelude the following 
organizational units: 
(1) Insurance Staff 
(2) Commercial Intelligence Division 
(3) International Trade Development Division 
(4) Transportation, Communications and Utilities Division 


Section 3. Delegation of Authority 


.01 Subject to such policies and directions as the Secretary of Commerce may 
prescribe, the Director of the Bureau of Foreign Commerce shall perform the 
functions and exercise the power and authorities relating to the promotion of 
United States international trade and investment vested in the Secretary of 
Commerce by the Act of February 14, 1908 (32 Stat. 826), as amended, and shall 
carry out the Secretary’s authority and responsibilities under the Export Control 
Act of 1949, as amended. 

.02 The Director of the Bureau of Foreign Commerce may redelegate any 
power or authority conferred on him by this order to any officer of the Bureau 
of Foreign Commerce and he may authorize such redelegations by such officer as 
he may deem appropriate. 


Section 4. Objective and Responsibilities 

.01 The objective of the Bureau of Foreign Commerce shall be te foster and 
promote the foreign commerce of the United States in exports, imports, capital 
investment, travel, and other significant component elements in international 
business transactions. To this end the bureau shall— 

1 Cooperate with representatives of other nations in the consideration 
and solution of international economic, trade and exchange problems 
through participation in international organizations and confer- 
ences, through liaison with foreign embassies and foreign private 
organizations in the United States, through cooperation with the 
Department of State and other agencies of the United States Govern- 
ment, and with private American organizations concerned with inter- 
national economic and business matters, and through other suitable 
means ; 

2 Provide facilities by means of which the resources of American busi- 
ness concerns and business organizations may be brought to bear in 
the development of Government policies and programs in the field of 
foreign commerce, and to provide assistance to American concerns 
in the conduct of their foreign trade and investment and other oper- 

ations through the provision of pertinent information and advice 
and through the facilities of the United States Foreign Service ; 
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Provide staff and operational support for the Assistant Secretary for 
International Affairs in-the development of policies and programs 
relating to the foreign. trade and commerce of the United States, 
foreign economic development and international commodity arrange- 
ments or arrangements with respect to the utilization of other inter- 
national resources which affect the foreign economic interests of the 
United States; 

4 Administer the responsibilities vested in the Secretary with respect to 

the control of exports from the United States ; 

5 Conduct technical-aid programs for the encouragement of foreign eco- 

nomic development, in cooperation with the scientific and technical 

_ areas of the Department; and 
6 Conduct the Department's activities in connection with the China 

Trade Act, the Foreign Trade Zones Act, and other legislative acts 
similarly affecting specific aspects of the foreign trade and com- 
merce of the United States. 

.02 In earrying out these objectives and responsibilities the bureau will co- 
operate and collaborate with the Business and Defense Services Administration 
wherever the commodity and industrial interests of the latter organization are 
applicable. 


Seetion 5. Functions of Organizational Units 

.01' The Office of the Director shall be responsible for formulating the policies, 
developing and coordinating the programs and directing all operations and ad- 
ministrative functions of the Bureau of Foreign Commerce. The Deputy Di- 
rector shall be the chief operating aide to the Director and shall assist in the 
direction of operations of the bureau and perform other duties required by the 
Director. 

02 The Assistant Director for Foreign Service Operations shall be responsi 
ble for that portion of the Foreign Service of the United States which is con- 
cerned with the functions and activities of the Department of Commerce; plan- 
ning, developing, coordinating, and recommending policies and programs to be 
carried out by the Foreign Service for the Department; the establishment of 
Foreign Service post complements for the performance of economic and com- 
mercial functions: recruitment, examination, selection, appointment, assignment 
and transfer -of Foreign Service personnel engaged in work of the Department: 
programming of all reporting performed by the Foreign Service for the Depart- 
ment, and the issuance of guides and manuals with respect to such reporting: 
the evaluation of individuals and appraisal of post performance ; the provision of 
training programs to prepare officers of the Foreign Service to carry out their 
duties for the Department; and the maintenance of liaison with the Foreign 
Service, the Department. of State, the Foreign Operations Administration, the 
Department of Defense, the Central Intelligence Agency, and other civilian op- 
erating and intelligence agencies with respect to the collection and distribution 
of economic data. 

.08 The Foreign Economic Development Staff shall be responsible for the work 
of the bureau in executing programs of the United States for foreign economic 
development. 

.04 The International Resources Staff shall be responsible for the work of the 
bureau relating to international commodity policies and programs. This staff 
shall be responsible also for the maintenance of necessary relationships with 
the Business and Defense Services Administration and other primary organiza- 
tion units of the Department of Commerce, with other agencies of the United 
States Government, and with private and governmental international agencies 
and organizations in such matters. 

.05 The Erecutive Officer shall be the chief administrative officer of the Bu- 
reau of Foreign Commerce. He shall report. and be responsible to the Director, 
but shall be governed by general administrative policies, standards, and pro- 
cedures established or approved by the Assistant Secretary of Commerce for 
Administration. The Executive Officer shall assist the Director in fulfilling his 
responsibilities for administrative efficiency and economy in the operation of 
the Bureau of Foreign Commerce. He shall secure all administrative services 
for the bureau through the offices reporting to the Assistant Secretary of Com- 
merce for Administration. 

.06 The Legal Staff, headed by the Assistant General Counsel for Interna- 
tional Affairs as a division of the Office of the General Counsel, shall provide 
advice and other necessary legal services to the bureau. 
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for 07 The Publications Staff shall aid the Director in planning and conducting 
ms S an overall publication, informational, promotional, and educational program to 
res, i acquaint the trade tommunity with the policies, activities, and services of the 
ge- E Department in the field of international trade, and shall make available to busi- 
er- e ness and industry the factual material on world markets, developments, and 
the : trends which is assembled and analyzed by the Bureau. 
- to i 8 The Office of Export Supply shall— 
: 1 Administer and enforce the export control programs of the Bureau of 
co- : Foreign Commerce, including the initiation and development of poli- 
eal 4 cies and measures for the control of United States exports; 
i 2 Formulate and recommend measures to meet the security, foreign pol- 
ina 4 icy, and short supply objectives in the control of exports from the 
ets a United States ; 
»m- a 38 Determine standards and procedures governing applications for export 
a licenses and carry out the operations involved in the issuance of 
co- Z export licenses, including the maintenance of appropriate operational 
ion i relationships with the Bureau of Customs and other agencies of the 
are si Government directly involved; and 
4 Participate, as appropriate, in the development and conduct of United 
States policies relating to the control of trade and other economic 
3 relationships between the United States and other countries of the y 
ies, ¥ free world and the European Soviet bloc and communist countries of bd! 
ad- # the Far East. >) 
Di- 09 The Office of Economie Affairs shall— t 
the Ba : ‘ ‘ : ; 
the : 1 Assemble, maintain aud analyze available economic data on foreign ¢ 
x countries, including particularly information affecting international 4 
nsi- a trade and commerce, and arrange for the dissemination of these - 
on- i analytical and factual data to interested agencies of the Government, d 
an- to the business community, and other interested private parties ; - 
be ¢ 2 Develop and recommend policies for the Department and coordinate C 
of within the Department, by consultation with the Business and De- ; 
om fense Services Administration and other primary organization units - 
ent & of the Department, the action of the Department on all matters relat- : 
nt: ing to the responsibilities of the Department under the Tariff Act of ) 
art- £ 1930 (19 U. S. Cc. 1354), the Reciprocal Trade Agreements Act and : 
ng: & other legislation affecting import duties and customs procedures of > 
of ; the United States ; : ; ; y 19 
orn 3 Maintain liaison with foreign embassies and legations in the United . 
jen é States, and also ensure the maintenance of liaison with the United ) 
the 3 States embassies, legations, and consulates abroad with respect to F 
op- a its particular programs ; ; ; ; 
ton 4 Review export control policies and specific export control actions which ‘ 
raise special economic policy problems; ) 
cult 5 Maintain continuous review of United States foreign trade and com- ~ 
ce merce and the trade and commerce among foreign countries as a basis ] 
MIC for judgments concerning the effect of international trade and com- . 
, 4 mercial developments upon United States irterests; > 
ss FA 6 Develop and maintain information on international financial develop- ‘ 
“- 3 ments and analyze such information for use in advising policymaking ’ 
th 3 officials and disseminate such information to the public; 
iZa- 5 7 Assemble and maintain current information on foreign commercial laws 
ted ) and regulations, including information relating to tariffs and trade 
1es kK controls, and analyze their effects upon the foreign operations of 
American nationals and upon international commerce generally, and 
Bu- disseminate such information ; and 
tor, i 8 Initiate such actions as may be considered appropriate for the protection 
ro- { of American business interests abroad and for the protection of 
for a United States treaty rights through the facilities of the United States 
we 4 Foreign Service. 
» Fs 
eas q 10 The Office of Intelligence and Services shall— 
om- a 1 Maintain a central source of commercial intelligence relating to com- 
3 mercial and industrial enterprises in all areas of the world for 
na- ‘ trade development and other related purposes ; 
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Direct factfinding projects and reporting activities regarding insurance 
in foreign countries to provide a comprehensive picture of world 
insurance markets ; 

Administer the Foreign Trade Zones Act, including the expanded use 
of trade zones; 

Keep United States industry, business, and Government informed on 
developments, services, and problems in the fields ef foreign trans- 
portation, communications, and other public utilities ; 

Stimulate the development of travel to and from the United States and 
within foreign countries ; 

Provide current information on all important trade fairs and exhibi- 
tions throughout the world; stimulate and assist organization and 
conduct of international trade fairs and exhibitions in the United 
States; and stimulate, coordinate, and manage presentation of co- 
operative United States industry-Government institutional and 
prestige exhibits at selected major trade fairs abroad; 

Counsel foreign businessmen and governments on marketing and dis- 
tribution techniques and patterns in international trade by arrang- 
ing for sending teams of marketing specialists abroad, by managing 
technical assistance teams visiting the United States, and by other 
means ; 

Compile, evaluate, and disseminate data on United States and foreign 
marketing methods and practices ; 

Assist United States businessmen in the protection of their patent, 
copyright, trade-mark, and other industrial property rights and 
interests abroad; 

Assist United States businessmen in analyzing export and import 
market prospects for specific lines; 

Collect information on and report specific trade and investment oppor- 
tunities abroad; and 

Analyze the cause of trade disputes in foreign trade and develop 
measures for preventing and settling them, 

Section 6. Field Programs 

The Bureau of Foreign Commerce shall have the authority and responsibility 
for the determination of ail programs and policies governing field activities 
pertaining to the foreign commerce of the United States through the Office of Field 
Services, Business and Defense Services Administration. 
Section 7. Transfer Provision 

01 The Office of International Trade is hereby abolished and all of its respon- 
sibilities, personnel, records, and equipment are transferred to the Bureau of 
Foreign Commerce. 

02. The Assistant Secretary of Commerce for Administration, through appro- 
priate offices of the Department, shall determine and arrange for the proper 


transfer of personnel, records, equipment, and funds of the Office of International 
Trade to effectuate the purposes of this order. 


Section 8. Effect on Other Orders 


01 This order supersedes Department Order No. 11 (Amended) of June 1, 
1950, and Department Order No. 126 of October 5, 1950. Any other orders or 
parts of orders the provisions of which are inconsistent or in conflict with the 
provisions of this order are hereby amended or superseded accordingly. 

02. All rules, regulations, orders, certificates, directives, and other actions 
issued by or relating to the Office of International Trade or any official thereof 
shall remain in effect until amended or revoked by proper authority. Any refer- 
ence in any rules, regulations, orders, certificates, directives, and the like to 
the Office of International Trade shall, where required, be deemed to refer to the 
Bureau of Foreign Commerce. 

SINCLAIR WEEKS, 
Secretary of Commerce. 
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UnNItTEep States OF AMERICA, DEPARTMENT OF COMMERCE 
Department Order No. 154 


MANUAL oF OrnpERS—Panrt 1 








Date of issuance: April 22, 1954 Effective date: April 22, 1954 
Subject : Mobilization and Defense Planning Committee 


Section 1, Establishment and Composition 


01 In order to clarify and coordinate all the Department’s mobilization 
responsibilities and activities, there is hereby established in the Department of 
Commerce the Mobilization and Defense Planning Committee. 

.02 The Committee shall consist of the Under Secretary of Commerce who 
shall serve as chairman, the Under Secretary of Commerce for Transportation, 
the Assistant Secretary of Commerce for International Affairs, the Assistant 
Secretary of Commerce for Domestic Affairs, and the Assistant Secretary of 
Commerce for Administration. Each member, including the chairman, may 
designate an alternate to serve in his place on the Committee with the same 
duties and responsibilities. 

03 Within their respective areas of responsibility as delegated in existing 
Department orders, the Committee members shall be assisted by necessary plan- 
ning staffs, including those shown below, whose assigned tasks or work programs 
shall be subject to the direction and guidance of the responsible Secretarial 
Officer or his alternate. 

Transportation Mobilization Planning 
Industrial Mobilization Planning 
Defense Supporting Export Planning 
Government Continuity Planning 
Civil Defense Planning 

04. The Committee shall designate a secretary to record all matters brought 
before the Committee and to furnish secretarial service to the members of the 
Committee. The Office of the General Counsel shall furnish such advisory 
services as may be required by the Committee. 


Puree) vant it? 


Section 2. Functions of the Committee 

.01 The Committee shall be responsible for the clarification of the Depart- 
ment’s mobilization policies, responsibilities, and activities in order to assure 
consistent presentation of the Department's position before Office of Defense 
Mobilization committees and other interagency mobilization groups in the fields 
of international trade, industry, transportation, Government continuity, and 
civil defense. 

.02 In order to assure complete coverage in all areas of mobilization planning 
responsibility assigned to the Secretary, Committee members having redelegated 
authority in this field shall periodically report to the Committee the status of 
plans and programs developed under such authority. 

.03 Committee members having such responsibility shall maintain, through 
such staff as they may designate, close liaison with the activities of other gov- 
ernmental agencies having statutory or other legal responsibility in the field of 
mobilization planning and with industry advisory committees concerned with the 
mobilization program. 

.04 The Committee shall not, as such, represent the Department in dealings 
with the Office of Defense Mobilization. This function will continue to be per- 
formed by staff and individuals designated for that purpose. 

.05 The Committee shall function informally and meet only as necessary at 
the call of the chairman. 


Section 3. Effect on Other Orders 


: Any other orders or parts of orders the provisions of which are inconsistent or 
§ in conflict with the provisions of this order are hereby amended or superseded 
accordingly. 
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SIncLaIR WEEKS, 
Secretary of Commeroe. 
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INTERIOR DEPARTMENT 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., September 22, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

My Dear SENATOR CAPEHART: Transmitted herewith are summary reports of 
defense activities of agencies and offices of the Department of the Interior, for 
inclusion in the fourth annual report of the activities of the Joint Committee 
on Defense Production covering the year from October 1953 to October 1954. 

The enclosed reports include one from each of the following: Oil and Gas 
Division (petroleum and gas); Office of the Assistant Secretary, Water and 
Power Development (electric power) ; Defense Solid Fuels Administration and 
Bureau of Mines (solid fuels) ; and the Defense Minerals Exploration Admin- 
istration. 

In addition to defense responsibilities in the above-indicated fields, this Depart- 
ment has certain responsibilities, by delegation from the Secretary of Agricul- 
ture, with respect to the production of fishery commodities or products. ‘To the 
extent that defense mobilization activities have been applicable to, and neces- 
sary, in this field, the functions have been performed by the Fish and Wildlife 
Service. Data on the supply of, and requirements for, fishery products are kept 
current through the regular statistical operations of the Branch of Commercial 
Fisheries. During the last year, the Fish and Wildlife Service provided to the 
Office of Defense Mobilization a detailed breakdown of full mobilization require- 
ments of the fisheries for steel, copper, and aluminum. 

Again this year, as in previous periods since the beginning of the defense 
mobilization program, the Office of Territories of this Department has furnished 
to the Department of Agriculture data pertaining to food requirements of the 
Territories and possessions of the United States, the Commonwealth of Puerto 
Rico, and the Trust Territory of the Pacific Islands. This function is performed 
pursuant to an order of the Department of Agriculture designating claimant 
agencies to present requirements with respect to food, dated February 9, 1951 
(16 F. R. 1289). 

During the last year, this Department and its defense units have considered 
the nature of the problems which would confront the Department and the indus- 
tries within its purview in maintaining and reestablishing operations in the event 
of enemy attack on the continental United States. In this connection, we have 
continued to participate in the work of interagency committees and boards con- 
cerned with the identification and rating of critical facilities and the develop- 
ment of measures which industry and Government might take to alleviate the 
effects of damage to the productive capacity of the Nation. Planning for the 
continuity of the Department’s essential functions under war conditions has 
progressed. 

Some of these activities are carried on under assignments from the Office of 
Defense Mobilization in connection with the discharge of its responsibilities 
under the National Security Act of 1947, as amended by Reorganization Plan 
No. 3 of 1953, but the measures which it appears would be necessary under attack 
conditions would involve extensive and immediate use of the authorities provided 
by the Defense Production Act of 1950, as amended. During the months ahead, 
we shall continue to develop and refine such readiness measures to the greatest 
extent possible within the limits of the staff and funds available for these 
purposes. 

Sincerely yours, 
CLARENCE A. Davis, 
Acting Secretary of the Interior. 


Or. AND GAS Division, DEPARTMENT OF THE INTERIOR, AND PETROLEUM 
ADMINISTRATION FOR DEFENSE 


INTRODUCTION 


Soon after the Defense Production Act became law in the fall of 1950, the 
Secretary of the Interior established the Petroleum Administration for Defense 
to discharge those responsibilities with respect to petroleum and gas imvbiliza- 
tion which had been delegated to him under the act. 
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The Oil and Gas Division had had underway a wartime petroleum and gas 
supply-demand survey which PAD took over and completed under new assump- 
tions furnished by the military. This survey indicated that the mobilization base 
for petroleum and gas required expansion to meet mobilization requirements 
just as did most other industries in the country. 

At the recommendation of PAT, expansion goals were established for trans- 
portation, storage (including military), refining of petroleum, natural-gas 
processing, and for transmission and distribution of gas, including both natural 
and manufactured gas. These goals were reviewed from time to time as was 
the degree of expansion toward them and, where new concepts required, modi- 
fications of the goals were recommended by PAD and established. 

PAD, as the claimant agency for materials required by the oil and gas indus- 
tries, used these goals in claiming for necessary controlled materials to meet 
construction schedules and in applying financial incentives provided by the 
yovernment to stimulate expansion. Experience proved that no incentive 
other than continuation of the normal depletion allowance was necessary for 
the drilling and equipping of oil and gas wells provided sufficient oil-country 
tubular goods and other controlled materials were made available. Ample use 
was made of the provision for accelerated tax amortization in construction of 
facilities for transportation, storage, refining, natural-gas processing for re- 
covery of natural gasoline and liquefied petroleum products, and natural and 
manufactured ‘gas transmission and distribution. Defense loans were rarely 
required and these were mostly for construction of military petroleum storage. 

PAD was able to work out with the military a series of purchase contracts 
whereby the military was able to induce refiners to construct some alkylation 
facilities required for the production of greatly increased requirements of high 
octane military aviation gasoline. 

The responsibility of PAD for expansion of the mobilization base extended 
beyond the United States. In the foreign field the financial incentives offered 
by the Government were not applicable. On the other hand, extreme care was 
required to insure that in the oil industry in Canada, Mexico, and South America 
particularly, but throughout the world in all friendly free countries, there was 
suitable expansion in production, transportation, refining, and distribution 
facilities. Toward this end, PAD determined and allocated the quantity of 
controlled materials needed which could only be secured from the United States. 


PROGRAMS 
Production program 


There was no formal expansion goal established for drilling of oil and gas 
wells in the United States. However, in connection with allocation of controlled 
materials a drilling goal of 50,000 to 55,000 wells per year was determined to 
be necessary to maintain an adequate domestic crude-oil productive capacity. In 
this drilling program the effectiveness of the depletion allowance and PAD’s 
allocation of oil country tubular goods could be measured by the rapid increase 
in the drilling rate under which 44,516 wells were drilled for oil and gas in 
1951, 45,821 wells in 1952, 49,279 wells in 1953, and in 1954 a drilling rate 
that may reach 51,000 wells. This progress has resulted in an important in- 
crease in crude-oil productive capacity which by January 1, 1954, was estimated 
at 7,700,000 barrels per day. 


Petroleum transportation program 

PAD’s responsibilities were limited to pipelines. It, however, supplied the 
Office of Defense Transportation and the Maritime Administration with data, 
information, and advice to assist those agencies in determining suitable ex- 
pansion goals to meet requirements for tank cars, barges, tank trucks, and 
tankers. For pipelines, which were PAD’s particular concern, an expansion 
goal was established for 26.950 miles of new lines to be constructed by January 
1, 1956. Progress toward that goal has been quite satisfactory. Certificates 
of necessity for accelerated tax amortization now provide for 21,000 miles of 
this total with additional expansion still underway. During the calendar year 
1953, 7,353 miles of crude oil and products pipelines were completed. 
Petroleum storage program 

For storage of crude oil and products an expansion program was established 
for the capacity to reach 1,360 barrels by January 1, 1956. This program 
included both aboveground and underground storage, the latter particularly for 
liquefied petroleum gases. The present outlook is that 1,200 million barrels of 
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capacity will be available by January 1, 1956, falling somewhat short of the 
established goal. However, additional construction is still underway and 
the indicated deficit will probably be considerably less. 


Refining program 

It was determined that the refining capacity in the United States should be 
expanded to 8,100,000 barrels per day by January 1, 1954, and 8,750,000 barrels 
per day by January 1, 1956. Reported capacity on January 1, 1954, was 8 
million barrels, only 100,000 barrels short of the goal. Additional expansion 
underway indicates that the total goal will probably be met by January 1, 
1956. 

The PAD completed a survey of the refining capacity in the free-world nations 
outside the United States. The survey indicated that refining capacity abroad 
will increase by the end of 1955 to a point 40 percent greater than it was at 
the end of 1951. 


Natural gas liquids program 

The goal established for natural gas liquids was 1,280,000 barrels per day 
by January 1, 1956. These liquids inc!ude natural gasoline and liquefied petro- 
leum gasses such as butane and propane. The domestic demand for these latter 
two products is increasing rapidly both as a fuel, particularly in rural areas, and 
as a feed stock in petro-chemical plants for the manufacture of a wide range of 
chemicals, including fertilizers, explosives, and synthetic rubber: Present in- 
dications are that the expansion underway will reach 1,140,000 barrels per 
day, which is some 140,000 barrels per day under the goal. 


Gas transmission and distribution program 


The rapid increase in the availability of natural gas and greatly increased 
demands for it have resulted in a large increase in transmission and distribution 
facilities. This is indicated by the fact that the amount of gas marketed in 
the calendar year 1953 was over twice that marketed in 1945. Natural gas utility 
sales in 1953 were 53,194 million therms as compared to 22,563 million therms in 
1945. Natural gas today furnishes approximately 23.1 percent of the energy 
requirements of this country. Many new urban developments throughout the 
Nation are entirely dependent upon it for domestic fuel. It likewise has a 
large use in industry where it is the essential fuel for many industrial processes 
which in wartime would be producing essential commodities for the military. 

An expansion goal was established for 53,100 miles of new line under 16 
inches in diameter and 22,580 miles of lines 16-inch or larger to be completed 
during the years 1953, 1954, and 1955. The gas transmission and distribution 
industry has until recently made little use of the incentive of accelerated tax 
amortization. The principal reason for this was the former ruling of the Fed- 
eral Power Commission to offset any gain through accelerated tax amortization 
by a reduction in rates. The FPC reversed itself on December 3, 1953, but there 
is still some apprehension within the industry. There were 21,090 miles of 
pipelines (all sizes) constructed by gas-utility companies during the calendar 
year 1953. 


ORDERS 


One of the most troublesome supply problems with which the Oil and Gas 
Division and later the Petroleum Administration for Defense had to cope was 
the supply of high octane military aviation gasoline for the greatly increased 
quantities needed during the Korean war. Many actions were necessary on 
the part of Government to augment the supply of this essential military fuel. 
Among these was PAD Order No. 3, which prohibited refiners from using certain 
blending agents and feed stocks such as alkylate, isobutane, butylene, and others 
in the manufacture of any motor fuel except high octane military aviation gaso- 
line. To still further increase the quantity of aviation gasoline available to the 
military, PAD Order No. 4 required the use of a minimum of 4 cubic centimeters 
of tetraethyl lead in commercial aviation gasoline thereby releasing high octane 
components such as alkylate for the blending of military aviation gasoline. With 
the cessation of active hostilities in Korea and the greatly increased productive 
capacity for military aviation gasoline, it became possible to suspend PAD 
Order No. 3 on October 1, 1953, and to terminate it on December 1, 1953. The 
suspension period was provided to give the military time to determine its prob- 
able effect on the availability to meet military requirements and to make such 
adjustments as the military found necessary. PAD Order No. 4, issued October 
19, 1951, was rescinded October 1, 1953. 
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These 2 orders were the last of the 6 which PAD found it necessary to impose 
on industry to assure the required supply of petroleum products and gas to meet 
the emergency. 

SMALL BUSINESS 


The mobilization role of small business in the oil and gas industries is con- 
fined primarily to independent oil and gas producers and to independent petro- 
leum refiners, The present tax laws, including the depletion allowance, provide 
ample incentive to the independent oil and gas producers. Under the controlled 
materials plan, PAD, in allocating oil country tubular goods, gave special con- 
sideration to the small operators and assisted them with their problems of secur- 
ing supplies of oil country tubular goods and other critical materials needed. 
This program resulted in a continuous growth in the number of independent oil 
and gas producers and in their effectiveness as indicated by the recordbreaking 
number of wells drilled by these operators year after year and their growing 
importance in exploratory or wildcat drilling as well as in production. 

Particular effort was made to assist independent refiners. Those operators 
with limited technical staffs frequently had difficulty in preparing a complete 
and accurate application for a certificate of necessity for accelerated tax amor- 
tization. PAD gave special assistance and advice to such operators to assure 
prompt preparation of adequate applications and in all cases gave the inde- 
pendent refiners all assistance possible to expedite their expansion projects. Also, 
where it was possible, PAD offered advice and suggestions as to ways and means 
by which independent refiners could modify their plans to make even greater 
contributions in the petroleum-expansion effort. 


REORGANIZATION 


Under the mobilization effort the petroleum and gas industries made important 
strides toward reaching the productive capacity considered essential to meet the 
country’s mobilization requirements for petroleum and gas. The expanded pro- 
ductive capacity coupled with the reduction in urgency of military petroleum 
procurement diminished the need for a Petroleum and Gas Defense Agency. 
When PAD was first formed, the promise was made that the Agency would be 
terminated as soon as it was safe to do so. In keeping with this promise, plans 
were started late in 1953 to terminate the Agency. These plans culminated in 
the formal termination of PAD on April 30, 1954. 

Although the urgent problems in mobilizing for defense which led to the 
establishment of PAD as an emergency defense agency were eliminated, there 
still remained important petroleum and gas defense functions for which the 
Secretary of the Interior was responsible under the Defense Production Act. 
To make sure that these responsibilities would be satisfactorily discharged, 
the Secretary of the Interior on May 1, 1954, reactivated the Oil and Gas Division, 
assigning to it all of the functions and responsibilities previously carried by 
PAD except authority to issue orders and directives. 

The Oil and Gas Division sought an appropriation of $300,000 which was con- 
sidered to be the minimum necessary to provide a paid staff adequate to carry 
on its assigned responsibilities. The Cougress appropriated $250,000 for this 
purpose. Staffing problems were encountered because nearly all of the technical 
staff of PAD had been recruited from industry, many serving without compensa- 
tion, and all were anxious to return. New competent technical experts had to 
be recruited. This effort is still underway. The appropriation of $250,000, 
however, is inadequate to staff the entire organization on a salaried basis and it 
is necessary to employ personnel without compensation under provisions of the 
Defense Production Act of 1950, as amended, in order to secure the services of 
additional qualified technical experts who are needed. OGD organization pro- 
vides for 35 full-time employees. Of these, the key executive and technical staff 
consists of a Director, 2 Assistant Directors, and 10 technical experts and 
specialists—the minimum necessary to carry on the Division’s responsibilities. 


MAJOR RESPONSIBILITIES AND FUTURE OBJECTIVES 


Outlined earlier in this report are the several expansion programs and goals 
established by the Office of Defense Mobilization for the various segments of the 
petroleum and gas industries. The vi. and Gas Division continues to make 
reviews, analyses, and recommendations with respect to the applications for 
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certificates of necessity for accelerated tax amortization and defense loans under 
the goals as established. 

The Division makes continuous appraisal of the progress toward reaching each 
of the goals and advises ODM with respect thereto, making recommendations 
for extensions of time or enlargement of goals as may be required. 

These goals were established on the basis of a wartime petroleum supply- 
demand study made by PAD utilizing military asumptions and plans then avail- 
able. Since these studies are now 3 years old and there have been important 
changes in the mobilization base and mobilization requirements, the Division is 
now starting a completely new and very extensive wartime petroleum supply- 
demand survey. It includes military plans and assumptions and military petro- 
leum requirements as supplied to the Division by the Department of Defense. 
This survey will take into consideration the essential industrial and civilian 
requirements of this country and the friendly foreign nations together with the 
estimated military requirements. A completely new and up-to-date inventory 
must be m ~°*of the capacity of the petroleum and gas industries, at home and 
abroad, to produce, transport, and deliver petroleum products required at the 
places neec 1. This survey will determine whether and where there are 
potential deficiencies in available supplies. The deficiencies will be identified 
and ways devised to prevent or alleviate them. To the extent that the estimated 
productive capacity will fall short of meeting, the essential needs, additional 
expansion in productive capacity will be required, and may necessitate revision 
in goals as now established. The Division will make appropriate recommenda- 
tions to ODM for goal revisions and institute actions appropriate to attain new 
objectives. 

INDUSTRY ASSISTANCE 


Military Petroleum Advisory Board 

To assist the Division in this work and to provide a source of expert technical 
advice and assistance, the Secretary of the Interior reactivated the Military 
Petroleum Advisory Board on May 1, 1954. This Board, throuch its panels, 
committees, and subcon) mnittees, provides expert technical information and ad- 
vice on petroleum and yas matters which may be classified in nature to the 
Department of the Interior, Department of Defense, and Office of Defense 
Mobilization. 


National Petroleum Council 


The Division continues to rely upon the National Petroleum Council for 
information, advice, and recommendations on broad petroleum and gas prob- 
lems affecting the national interest. 


Gas Industry Advisory Coauncil 


The Division has available the services of the Gas Industry Advisory Council 
on defense problems concerned with gas transmftssion and distribution. 


Foreign Petroleum Supply Committee 


General improvement in the foreign petroleum supply situation continued 
throughout the fiscal year. By December 31, 1953, the harmful influence upon 
world petroleum supply resulting from the shutdown in Iran had been over- 
come. All restrictions and controls with respect to aviation gasoline were dis- 
continued. Here, during the Korean crisis as in the United States domestic 
petroleum supply situation, aviation gasoline was the last product to be in a 
critical supply position. 

A change of government In Iran during August 1953 gave more promise that 
the basic difficulty which resulted in the withdrawal of Iranian oil from worid 
markets might be satisfactorily resolved. Discussions involving the Iranian 
Government and the Iranian National Oil Co. with a group of British, 
American, French, and Dutch oil companies under full knowledge of their gov- 
ernments appeared to be making headway toward a solution of the introduction 
of Iranian oil in the world markets on a sound basis. 

PAD had found that the Foreign Petroleum Supply Committee, organized under 
the Voluntory Agreement Relating to Foreign Petroleum Supply, of May 1, 1953, 
was the unique timely source of information required to keep the PAD and other 
interested Government agencies, particularly the Department of Defense, suf- 
ficiently advised on foreign petroleum activities. 

It was equally essential that the mechanism of the voluntary agreement be 
continued for the benefit of PAD’s successor organization, the Oil and Gas Divi- 
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sion. Accordingly, after the required consultations with the Attorney General 
and Chairman of the Federal Trade Commission, the Director, Office of Defense 
Mobilization, on April 15, 1954, approved procedural amendments of the agree- 
ment. No alteration of substance was made. Members of the Foreign Petroleum 
Supply Committee accepted the amendments and the Secretary of the Interior 
appointed the membership of the Committee. 

The Committee is actively engaged in the preparation of a major report on 
commercial deepwater foreign petroleum storage and terminal facilities in 
friendly nations throughout the world. This is the first time that such a study 
has been undertaken. It will require several more months of work. When the 
report is finished, it will contain about 3,000 pages. The Committee is also 
continuing its studies and preparing the foreign aviation gasoline reports. 


OTHER ACTIVITIES 


War emergency pipeline transportation to Atlantic seaboard 


Among other activities carried on by PAD and OGD during the past year was 
one carried out at the request of ODM for ways and means of assuring overland 
transportation of 1 million barrels of crude oil to the refining areas of the Atlan- 
tic seaboard in the event of a wartime interruption of tanker service from the 
gulf coast to the Atlantic coast. Included in this study was the problem of 
whether industry, with its own capital, would build one or more large gas lines 
for transmission of gas in peacetime, but with the lines so equipped that they 
could be quickly converted to oil lines in time of war. 

After extensive study of this problem, it was decided that private industry 
could not build such a line or lines without large Government subsidies. When 
this conclusion was reached, other types of projects were investigated and the 
probable time required and cost to Government estimated. These included con- 
version of one or more lines now transmitting gas to the Atlantic seaboard and 
the construction or stockpiling of an oil line. Reports, with recommendations, 
were submitted to ODM. 


Postattack studies 


At the request of ODM, PAD initiated and OGD carries on a series of studies on 
(1) ways and means to assure continuity of industrial operations in event of an 
atomic attack, (2) ways and means of assuring petroleum and gas supply for 
disaster areas, (3) program and procedures for postattack rehabilitation of 
facilities affected by enemy action, (4) ways and means of assuring alternate 
sources of supply to offset destruction caused by enemy action. 

Some of these problems are intimately involved in Federal and local civil 
defense activities and, to the extent required, plans, programs, and recommenda- 
tions will be coordinated with civil defense activities. 

In order to secure the widest possible information and advice on these prob- 
lems, the PAD requested the National Petroleum Council to make a study with 
appropriate advice and recommendations. The council, after study of the prob- 
lems involved, made an interim report at the council meeting of July 15, at which 
time the Oil and Gas Division amplified the original request. In response to 
this, the council is now in the process of setting up two subcommittees under its 
committee on oil and gas emergency defense organization, one the subcommittee 
on advance preparation and plans and the other the subcommittee on continuity 
of company operations, to further study the matter. These studies will soon 
be under way. 


Export controls 


Representatives of the staff of PAD-OGD participated in a long series of meet- 
ings of Department of Commerce committees on export controls with particular 
respect to what petroleum items, including crude oil, products, refining equipment, 
producing equipment, and geophysical or other exploratory equipment should 
be retained on the United States master export security list and the positive list 
for embargo against shipment to Communist-bloe countries and what items could 
be released from the embargo or placed in quantitative controls. This series of 
conferences resulted in the issuance by the Department of Commerce of an 
entirely new master export security list and positive list which, in the opinion 
of OGD, continues to restrict the most critical petroleum materials and products 
in East-West trade. 
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North Atlantic Treaty Organization 


PAD continued to April 30, 1954, and OGD took over on May 1, 1954, repre- 
sentation of the United States on the Petroleum Planning Committee of the 
North Atlantic Treaty Organization. The United States representative partici- 
pated in the work and meetings of the Committee and, in addition, was chairman 
of the Committee’s working group. 

NATO's Petroleum Planning Committee includes representatives of most of the 
North Atlantic Treaty Organization countries. The working group is made up of 
representatives of six of these countries. The purpose of the work is to carry 
on petroleum logistics planning for NATO under assumed wartime conditions. 
It is, therefore, essential that the United States have appropriate and qualified 
representation to assure that the petroleum logistics planning is done on a real- 
istic basis, particularly in view of the fact that the American petroleum indus- 
try, domestic and worldwide, will carry a large share of the brunt of meeting 
NATO’s petroleum requirements in event of war. 


INTERAGENCY DELEGATIONS AND AGREEMENTS 


During the active defense mobilization period it was found desirable to work 
out certain interagency redelegations. For example, the Defense Transport 
Administration had been established by the Interstate Commerce Commission 
to carry out responsibilities conferred upon the President by title I of the De- 
fense Production Act of 1950 and which, insofar as they pertained to domestic 
transportation, storage, and port facilities (excluding air transport, coastwise, 
intercoastal, and Overseas shipping) had been redelegated to the Commission by 
Executive Order 10161. The National Production Authority had similar juris- 
diction over manufacturing establishments, including machinery and chemicals. 
To assure effective operation, PAD and DTA entered into an agreement whereby 
petroleum terminals and facilities would come under PAD’s authority. NPA and 
PAD entered into agreements whereby petrochemical facilities intimately in- 
tegrated with oil refineries would come under PAD while similar facilities physi- 
cally separated from the refineries would come under NPA even though the 
plants were owned and operated by oil companies. Likewise, NPA redelegated 
to PAD responsibility for oilfield equipment. manufacturing and responsibility 
for the tetraethyl lead manufacturing industry. 

PAD responsibilities under these agreements and redelegations were assigned 
to the Oil and Gas Division on May 1, 1954, except responsibility for oilfield 
equipment manufacturing, which had been returned to NPA. 


RECOM MENDATIONS 


The Oil and Gas Division, within the province of its authority as established, 
is in a position to carry forward all of the functions, duties, and responsibilities 
now delegated to it and to meet new problems which may arise. 

Te continue to do so, however, it should continue to have the assistance on 
highly technical and complex petroleum and gas problems which it now obtains 
through industry cooperation provided by the National Petroleum Council, Mil- 
itary Petroleum Advisory Board, Gas Industry Advisory Council, and the For- 
eign Petroleum Supply Committee. It should likewise have authority to employ, 
without compensation, outstanding and experienced technical experts either as 
consultants or on a full-time basis. If Government could obtain the services of 
these experts, they would not be available within the Government salary range. 

The employment of the highly qualified technical experts without compensa- 
tion is pursuant to section 710 (b) of the Defense Production Act of 1950, as 
amended, and the establishment of the Foreign Petroleum Supply Committee is 
under a voluntary agreement pursuant to section 708 of the Defense Produc- 
tion Act of 1950, as amended. ; 

If the Defense Production Act is not extended, or if these provisions in the 
act are omitted, the work of the Oil and Gas Division would be seriously handi- 
capped. In view of the uneasy international situation, any emergency arising 
thereunder might again make expanded mobilization necessary and would again 
present critical petroleum and gas supply problems. 








‘epre- 
f the 
rtici- 
rman 


f the 
up of 
carry 
tions. 
lified 

real- 
ndus- 
eting 


work 
sport 
ssion 
e De- 
1estic 
wise, 
on by 
juris- 
icals. 
preby 
\ and 
y in- 
yhysi- 
h the 
rated 
bility 


igned 
field 


shed, 
lities 


re on 
tains 
. Mil- 
For- 
iploy, 
er as 
es of 
ange. 
ensa- 
0, as 
ee is 
oduc- 


n the 
andi- 
‘ising 
gain 


NATIONAL DEFENSE PRODUCTION AND CONTROLS 127 


AUTHORITY 


The Oil and Gas Division and its predecessor, the Petroleum Administration 
for Defense, obtain their authority from the following: 

The Defense Production Act of 1950, as amended (50 U. S. C. App., 1952 
edition, sec. 2061 et seq.). 

Section 168 (former sec. 124A) Internal Revenue Code (Public Law 591, ch. 736, 
83d Cong., 2d sess.). 

Executive Order 10480, August 14, 1953 (18 F. R. 4939). 

Defense Mobilization Order I-7, formerly designated DMO-30 (18 F. R. 5366), 
as amended August 14, 1953 (18 F. R. 6737). 

NPA Delegation 9, February 26, 1951 (16 F. R. 1908). 

DTA Delegation 6, May 5, 1951 (16 F. R. 4149), as amended February 19, 
1954 (19 F. R. 1071). 

Interior Department Order No. 2764, June 29, 1954 (19 F. R. 4005) ; Interior 
Department Order 2755, April 23, 1954 (19 F. R. 2503) which superseded Interior 
Department Order 2591, Cctober 3, 1950 (15 F. R. 6767), as amended December 21, 
1950 (15 F. R. 9529); January 29, 1951 (16 F. R. 982); March 27, 1951 (16 
F. R, 2896). 

Department of the Interior Official Organization Handbook, Release No. 9, 
April 26 1954, and Release No. 11, June 29, 1954. 


OFFICE OF THE ASSISTANT SECRETARY, WATER AND PoWER DEVELOPMENT (DEFENSE 
ELEctTRIC POWER) 


Fred G. Aandahl, Assistant Secretary 


The administration of certain functions with respect to electric power are 
vested in the Secretary of the Interior under the Defense Production Act of 
1950, as amended (50 U. S. C. App. 2061), Executive Order 10480 of August 14, 
1953 (18 F. R. 4989), Offiee of Defense Mobilization Order I-7, and Office of 
Defense Mobilization letter dated June 30, 1953, to the Assistant Secretary, 
Water and Power Development. 

The Defense Electric Power Administration was abolished effective June 30, 
1953, by Department of the Interior Order No. 2721 dated May 7, 1953. The 
residual Defense Electric Power Administration’s functions pertaining to the 
electric-power program have been handled under the direction of the Assistant 
Secretary, Water and Power Development. Programs are conducted in connec- 
tion with general supervision of electric-power expansion to assure an adequate 
power supply for the Nation, and allocation functions to assure delivery of 
materials needed by the electric-power industry for the 89 E-5 rated units 
committed for interim, firm, and backup power supply to the AEC program. 

Authority to use the E—-5 program identification, replacing the H-8 rating, 
has been extended to 52 power projects associated with AEC power supply. 
Under the defense-materials system, allotments of materials as required have 
been made for this program. Due principally to severe slippages in some 
turbine deliveries in the past and in some isolated instances during the current 
year, the program has lagged. However, 50 units are now scheduled to be in 
operation by the end of 1954, 83 by the end of 1955, and the entire 89 by the end 
of June 1856. 

Through June 30, 1954, applications for certificates of necessity for rapid tax 
amortization for 928 electric-utility projects and 43 industrial powerplants were 
received. Of these, 700 and 41, respectively, were recommended for approval. 
Certificates of necessity recommended were related to an increase in the Nation’s 
electric-power capacity of 27,718,155 kilowatts from electric-utility systems and 
862,150 kilowatts from industrial powerplants. On December 3, 1953, ODM by 
Order VII-6 placed the electric-power goal No. 55 on the suspended list. The 
Department of the Interior has recommended to the Office of Defense Mobiliza- 
tion that power goal No. 55 be closed provided, however, that all applications 
for necessity certificates received after the goal was placed on the suspended list 
December 3, 1953, and prior to the closing date, be processed if they are eligible 
under the terms of the present goal and transmission lines and/or substations 
for service to any defense project for which a tax-amortization certificate has 
been issued under any open goal shall remain eligible for consideration or 
appropriate action for tax-amortization assistance. 

The electric-power goal No. 55 called for the installation of 41 million kilo- 
watts of new generating capability by the end of 1955, and 1 million kilowatts 
for certain defense-related projects in 1956. Attainment of this goal would 
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increase the national generating capability from 75 million kilowatts at the end 

of 1951 to 116 million kilowatts at the end of 1955. The capabilities added in 

1952 and 1953 and the indicated additions for 1954 through 1955 are: aitihons of 
lowatts 

1951, total at year end 

Added during 1952 


1952, total at year end___-_- 
Added during 1953 


1953, total at year end 
Additions during 1954 


1954, total at year end RABE os ; 
maaiebeis eines 1SCG ek ee a chs oa, ctslebow chan > 


1955, total at year end : eens 


The capabilities presented above for the years 1954 and 1955 are based upon 
existing construction schedules and plans of the individual power systems for 
bringing new power projects into commercial operation. In previous reports 
difficulty in maintaining construction schedules because of shortages of mate 
rials for equipment manufacture and plant erection have been emphasized. Such 
difficulties have now been largely removed, making it possible to carry out 
further expansion without serious delays. ¢ 

The Department of the Interior and the Federal Power Commission have 
examined the electric-power situation for the 83 years 1955 through 1957, and 
in estimating the load requirements and capabilities it has been assumed that 
there will be a continuation of partial mobilization and a sustained high level 
of economic activity. The present peak-load estimate for 1957 approaches 112 
million kilowatts; however, utility planning indicates 130 million kilowatts of 
generating capacity will be in service by the end of 1957, which will provide 
prudent gross margins of capacity in all regions except the Pacific Northwest. 
A number of steps are being taken to improve the power-supply situation in the 
Pacific Northwest, but even with hastening of in-service dates of Federal and 
non-Federal hydroelectric projects in that region, substantial improvement is 
not expected until after 1957. The Department of the Interior is working closely 
with the public-utility districts, municipalities, State organizations, private 
utilities, and Federal construction agencies to effectuate the “partnership” 
policy of the administration and thus assure more promptly an adequate supply 
of power for this region. 

Funds available for the defense electric-power program during the fiscal year 
have been used mainly for carrying out the residual functions (materials allot- 
ment and tax amortization) of the former Defense Electric Power Administra- 
tion. Consequently, it has not been possible with the limited professional staff 
now employed to undertake certain studies of the type and scope which have 
been requested by ODM. 
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DEFENSE SOLID FUELS ADMINISTRATION AND BUREAU OF MINES 


The Defense Solid Fuels Administration, which was established in December 
1950 to handle the responsibilities of the Department with respect to the mobili- 
zation of solid fuels for defense, was abolished at the close of business on June 30, 
1954, by the Secretary of the Interior’s order No. 2764. The continuing respon- 
sibilities of the Department for the mobilization of solid fuels were delegated 
by the Secretary of the Interior to the Director of the Bureau of Mines, effective 
July 1, 1954. This report for the period from October 1, 1953, to October 1: 1954, 
covers operations by the Defense Solid Fuels Administration for 9 months and 
by the Bureau of Mines for 3 months. 

During the period covered by this report, the Defense Solid Fuels Adminis- 
tration and the Bureau of Mines (hereinafter referred to collectively as the 
Department of the Interior) were concerned principally with the defense mobili- 
zation problems related to the attainment of an adequate capacity for the mining 
of coal of metallurgical quality and the production of coke. Coal requirements 
and mine capacity in Alaska also received considerable attention. 

The Department of the Interior will continue to work, within budgetary limi- 
tations, on the mobilization problems relating to an adequate supply of coke, 
metallurgical coal, and Alaskan coal. 
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AUTHORITY FOR DEFENSE SOLID FUELS PROGRAMS 


The Defense Solid Fuels Administration was established by the Secretary of 
the Interior by order 2605 (15 F. R. 8718) to perform functions delegated to the 
Secretary by Executive Order 10161, dated September 9, 1950 (15 F. R. 6105), 
issued pursuant to the Defense Production Act of 1950. During later stages its 
authority was derived from the Defense Production Act of 1950, as amended 
(50 U.S. C., 1952 edition, sec. 2061 et seq.) ; Executive Order 10480, dated August 
14, 1953 (18 F. R. 4939) ; Defense Mobilization Order I-7, formerly DMO No. 30 
(18 F. R. 5866); order No. 2726 of the Secretary of the Interior, dated June 30, 
1953 (18 F. R. 3804, 7000); and order No. 2755, dated April 23, 1954 (19 F. R. 
2508 ). 

On June 29, 1954, the Secretary, by order 2764 (19 F. R. 4005), terminated 
the Defense Solid Fuels Administration at the close of business on June 30, 1954, 
and redelegated to the Director of the Bureau of Mines functions relating to 
solid fuels and also those functions with respect to the distribution of petroleum 
coke previously delegated to the Administrator of the Defense Solid Fuels Admin- 
istration. DSFA Delegation 1 (16 F. R. 4590) to the Secretary of Commerce, 
respecting the distribution of coal chemicals produced as byproducts of coke made 
from coal, was coutinued in force. Order 2764 also assigned to the Director of 
the Bureau of Mines, as successor in function to the Administrator of the Defense 
Solid Fuels Administration, the function of certifying access roads in connection 
with the production of metallurgical coal to the Secretary of Commerce under 
section 6 of the Defense Highway Act of 1941, as amended, and section 12 of the 
Federal-Aid Highway Act of 1950 (23 U. S. C., 1952 edition, sec. 106 and note), 
pursuant to the Presidential memorandum of March 3, 1952. 


DEFENSE SOLID FUELS PROGRAMS 


The Department of the Interior is responsible, by delegations of functions 
under the Defense Production Act of 1950, as amended, and related legislation, 
for the mobilization of solid fuels to meet defense requirements. The solid fuels 
include anthracite, bituminous and subbituminous coals, lignite, beehive coke, 
byproduct coke and coal chemicals. While the production of petroleum coke 
falls within the jurisdiction of the Department’s Oil and Gas Division, the 
agency carrying out the functions formerly delegated to the Petroleum Adminis- 
tration for Defense, the responsibility for distribution of petroleum coke is dele- 
gated to the Bureau of Mines as successor of DSF A. 

Under the stress of full mobilization, the problems would involve the exer- 
cise of priority and ailocation powers with respect to production, distribution, 
and use of solid fuels; the allotment of equipment and materials; recommenda- 
tions for financial assistance; and presentation of claims for needed transporta- 
tion facilities and manpower. The problems which were important during 
the past 12 months are described in the following sections. During this period, 
there was no need to exercise the priority and allocation powers, and they were 
not utilized. Neither was there any use of the authority to certify access roads 
in connection with the production of metallurgical coal. 


COKE PROGRAM 


The coke program has been one of the most important problems of the De- 
partment of the Interior in the field of solid fuels, and it requires continuing 
study and effort. 

The Office of Defense Mobilization anticipates that by January 1, 1955, blast 
furnaces in operation will have an annual capacity of 83 million tons of pig 
iron. This will require a capacity of 84 million tons of coke to operate not 
only the blast furnaces at capacity but also to meet the requirements of other 
industrial users of coke. Some of the requirements will be provided by beehive 
ovens, but the major production will have to come from byproduct ovens. 

In addition to the 83 million tons of pig-iron capacity expected to be in opera- 
tion by January 1, 1955, necessity certificates, under section 124A of the Internal 
Revenue Code, have been issued for facilities which would further increase pig- 
iron capacity by 2 million tons. At the time of preparing this report, it seems 
unlikely that the certificate holders will proceed with construction of this addi- 
tional capacity. If this blast-furnace capacity should be built, an additional 
capacity of 1,800,000 tons of coke will be required; however, these additional 
capacities could not possibly be in production until calendar year 1956. 


See es 68088 oF 


ereeure ee wer be © 













































































TIMPATAES 








N 





A 





+? 














OF MICH! 




































































130 NATIONAL DEFENSE PRODUCTION AND CONTROLS 








The base date for measuring progress toward achieving the coke goal is Janu- 
ary 1, 1950. The capacity of byproduct coke ovens at that time, as reported 
by the Bureau of Mines, was 73,710,000 tons. On January 1, 1954, the capacity, 
as reported by the Bureau of Mines, was 78,258,000 tons. Capacity on June 30, 
1954, has been estimated at 79,209,000 tons and by January 1, 1955, the capacity 
is expected to be 79,725,000 tons, providing all coke oven batteries now operating 
remain in operation and are not dismantled because of age or for economic 
reasons. 

The problem of attaining and maintaining coke capacity sufficient to meet 
defense needs is a continuing and important problem. During fiscal year 1954, 
the Defense Solid Fuels Administration, to the extent that its limited staff would 
permit, maintained a continuous check on the status of byproduct coke capacity. 
During fiscal year 1955, the Department plans to make further detailed studies 
of requirements for coke, under defense mobilization planning assumptions, and 
the ability of byproduct and beehive ovens to meet such requirements. An un- 
certain factor in estimating future capacity is the extent of loss of coke pro- 
ductive capacity which may result from abandonment of coke ovens operated 
by merchant plants. A number of such facilities already have been lost as 
natural gas has displaced coke-oven gas. The Department will follow closely 
developments with respect to coke productive capacity and, if necessary, rec- 
ommend steps to overcome any losses in capacity if such losses adversely affect 
the defense program. A related study is planned to measure the regional capac- 
ity of coal mines to supply coal of suitable metallurgical quality sufficient to 
operate the coke industry at capacity. 

The progress which has been made in the increase in capacity of byproduct 
coke ovens since January 1, 1950, which date is considered as the base date for 
measuring progress in expansion, is shown in the following tabulation. The 
figures are derived from reports published by the Bureau of Mines. 


Relations between capacity and age of ovens 








| Jan. 1, 1950 i Jan. 1, 1954 
Date......: SECTS Ot a PM P ae smatandahes 
| | | 
Type of plant.__. |Merchant} Furnace Total |Merchant| Furnace Total 
Annual capacity in thousands of tons | 14,209 59,501 | 73,710 12, 091 66, 167 | 78, 258 
Number of ovens. .._. , ont 3,057 | 12,047} 15,104) 2,693] 13,296 | 15, 989 
Percent of capacity by age: ! uke | ere os ime ie pei wes ya Amey i «) 
Under 5 years__. " 9.1 | 14.4 | 13.4 11.3 | 24.4 | 22.4 
From 5 to 10 years. 7 . 15, 4 | 23.2 | 21.7 7.9 13.7 12.8 
From 10 to 15 years ee E 3.2 | 12.2 | 10. 4 | 18.0 | 18.8 18. 6 
From 15 to 20 years : 4.8 | oe 2.7 4.9 | 9.4 | 8.7 
From 20 to 25 years 33. 2 | 11.3 | 15.5 3.9} 1.7 | 2.0 
25 years and over. _._._--- 34.3 | 36.7 | 36.3 54.0 | 32.0 35. 5 
Total __- zee ae 100.0} 100.0 100.0 100.0!) 100.0 | 100.0 








1 Age dates from first year of operation or from last date of rebuilding. 


Merchant plants are those which sell to others the coke, chemicals, and gas 
produced, whereas furnace plants are those which use the products in other 
processes such as the production of pig iron and steel. 

The Department of the Interior is concerned about the ability of the merchant 
coke plants to maintain capacity adequate for defense needs. The above tabu- 
lation shows that while there was an overall net increase of 885 ovens and 
4,548,000 tons of annual capacity during the 4-year period, the gain was entirely 
in furnace plants as indicated by the fact that there were 364 fewer coke ovens 
and 2,118,000 tons less capacity in the merchant plants on January 1, 1954, than 
there were on January 1, 1950. 

The decline in capacity at merchant plants results largely from the abandon- 
ment of ovens operated by public utility companies for the production of manu- 
factured gas which has been supplanted by natural gas. 

Merchant plants are an important segment of the coke industry, and they 
are needed to maintain an adequate mobilization base for the supplies of coke 
which would be required, in the event of stepped-up or full mobilization, by the 
steel industry and other industries using coke in their manufacturing processes. 
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COAL IN ALASKA 


A field study of the coal situation in Alaska was made during the summer 
of 1953 by a former Administrator of the Defense Solid Fuels Administration 
and by 2 members of the staff of DSFA who were assigned to this study for 6 
months of the fiscal year 1954. The report was completed in December 1953, 
and after review by the Department, it was submitted to the Secretary of De- 
fense for comments, particularly with reference to military demands during 
the next 4 years. 

Production of coal, which was approximately 400,000 tons in 1950, increased 
to about 900,000 tons in 1953, and by June 30, 1954, the capacity of coal mines 
in Alaska was sufficient to meet all current military and civilian demands. De- 
fense loans, accelerated tax amortization and, particularly, American business 
enterprise are responsible for this remarkable increase in production. 

The coal situation in Alaska is entirely different than in the States where 
direct military requirements take only about 1 percent of the production. In 
Alaska, the military demand represents 75 percent or more of the production. 
There are only four major operating mines in Alaska. These mines, particularly 
the two underground mines, are subject to all the hazards of the industry, and 
a disaster at any one would seriously affect the total productive capacity avail- 
able to meet current or future coal requirements of the military in Alaska. 

The Department will maintain close contact with the military not only to 
keep abreast of present coal requirements and the awarding of coal contracts but 
also to measure future coal requirements which, together with civilian demand, 
might exceed the normal capacity operations of the four major producers. 

If military requirements increase, as anticipated, additional productive ca- 
pacity will be required. The Department will continue to follow developments 
and promote expansion in capacity if expansion is required. 


NECESSITY CERTIFICATES 


Applications for rapid tax amortization for solid fuels facilities are referred 
by the Office of Defense Mobilization to the Department of the Interior for 
analysis and recommendations. 

Reports and recommendations on 30 applications for necessity certificates un- 
der section 124A of the Internal Revenue Code were submitted to the Office of 
Defense Mobilization during the period September 1, 1953, to August 31, 1954. 
Twenty-five were recommended for certification and five were recommended for 
denial. As of September 15, 1954, no initial applications for certificates were 
pending with the Department of the Interior, but there were 2 requests for 
reconsideration of denials and 14 requests for amendments as to time limitations 
and scope of facilities upon which recommendations had not yet been made to 
the Office of Defense Mobilization. 

Fourteen applications for facilities to produce byproduct coke and coal chem- 
icals were recommended for certification. Based on estimates supplied by the 
applicants, the total investment will be approximately $202 million and the 
construction will be spread over the next 3 or 4 years. The proposed facilities 
involve the construction of new ovens which will increase annual capacity by 
about 2,700,000 tons and the reconstruction of old ovens which will help to 
maintain an annual capacity of 3,500,000 to 4 million tons. On a national basis, it 
is anticipated that these gains in capacity will be partially offset by loss of ca- 
pacity in old batteries of ovens and the abandonment of capacity due to economic 
conditions, particularly at merchant plants. 

Nine applications for mining equipment and preparation facilities, estimated 
to cost $11 million, at mines producing metallurgical coal were recommended 
for certification. Four applications were recommended for denial. 

In addition to the above, one application for a coal mine in Alaska and one 
for a coal carbonizing plant in Wyoming were recommended for certification, and 
one for a coal-washing plant in Pennsylvania was recommended for denial. 

In fiscal year 1955, the Department, through the small staff assigned to this 
work, will continue to analyze new applications; requests for extensions of 
time ; amendments in amount; and such requests as may be submitted for recon- 
sideration of applications previously denied. 

During the period from December 1950 to June 30, 1954, DSFA made recom- 
mendations on 274 applications for necessity certificates for facilities with a 
total estimated cost of nearly a billion dollars. About $700 million of the esti- 
mated cost was recommended for certification at an average rate of 64 percent, 
i. e., approximately $457 million of the cost can be amortized in 5 years. 
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A tabulation of the status of necessity certificates as of August 31, 1954, is 
provided in the accompanying table. The status as of September 30, 1954, will 
not show any substantial change. 


Applications for necessity certificates received and processed by Defense Sotid 
Fuels Administration and Bureau of Mines, through Aug. 31, 1954 


{Preliminary, subject to revision] 


Number of applications | Dollar amount (in thousands) Average 
éabineepitiviibiss | percent 
of amor- 


Program 


Disal- | | tization 
|Approved|/Denied| Total |Approved lowed Denied Total recom. 
} ; | mended 









' 


Anthracite. ..._. 2 | 2| $321; $321 
Bituminous: | ; isis calpbabs diana ‘ ne 
Metallurgical—e a p - | | 
tive.... 44 42 86 | $43, 646 $32, 535 | 110,043 | 186, 225 57.3 
General purpose 13 30 43 | 3, 484 3, O64 24, 793 32, 241 46.8 










Nonmetallurgical 5 32 | 37 | 1, 529 627 51,826 | 53, 981 70.9 


| 48,659 | 37,126 186, 662 272, 447 


Subtotal 62 104 
Briquets. y ( 
Coke plants | 
Integrated byprod- } 
7 uct. 43 12 55 26, 073 181, 647 58,196 | 525,915 61.2 






Merchant byprod- 

uct. 33 2 35 118, 726 33, 743 3, 979 77.9 
Beehive __ 6 | 7 2, 543 770 257 3, 570 76.8 
Other !_ 2 3 5 647 229 
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Subtotal a] 18 102 407, 989 216, 489 67,911 692, 289 


Mining machinery. -- 





Peat and lignite__ 










-- = : = - =\— = : =| == : 

= oe Total : 146 128 274 456,648 | 253,515 | 264,770 | 974,933 “4.3 
; Integrated coke plants 2. 19 | 19 14, 963 37, 510 2,279 | 204, 752 81.5 

onan Bc = EA ue. SMES = 

= 

= } Includes char, low temperature coke, and experimental plants 


? Integrated coke plants approved by NPA prior to delegation to DSFA, 


DEFENSE LOANS 


No applications for defense loans under the Defense Production Act of 1950, 
as amended, were received during the period covered by this report. 

From December 1950 to June 1954, inclusive, the Defense Solid Fuels Admin- 
istration received 32 applications for defense loans, totaling $27,228,928. Five 
applications, amounting to $4,372,775, including $240,000 for refinancing a pre- 
viously undisbursed loan, were recommended for approval, Twenty-four appli- 
cations, totaling $20,095,993, were denied, and four, totaling $2,760,160, were 
withdrawn by the applicants during the course of negotiations. Of the five loans 
recommended, one was for $2,200,000 for the construction of a new battery of 
beehive coke ovens in Pennsylvania and the other four, in the amount of $2,172,- 
775, were for coal mines in Alaska. 

The Defense Solid Fuels Administration found that necessity certificates 
offered sufficient inducement for the investment of private capital in facilities 
to produce byproduct coke and metallurgical coal, and therefore it was not neces- 
sary to recommend defense loans. Nevertheless, the availability of defense loans 
could be quite useful in an all-out war effort because Government financing of 
additional capacity for coke and coal might become necessary. 

The Defense Solid Fuels Administration did not find it necessary to use any 
other available types of financial assistance, such as V-loans, agreements to 
purchase, or purchases and rentals of equipment. These types of aid could be 
very helpful, however, in times of fast mobilization. 


















STEEL, COPPER, AND ALUMINUM REQUIREMENTS 


A report was submitted to the Office of Defense Mobilization outlining require- 
ments for carbon steel, alloy steel, stainless steel, copper-mill and aluminum-mill 
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products for construction projects for coal mines and coke ovens during years 
I, II, and III of full mobilization. The report was based on information, 1 to 
3 years old, available in the files of the Defense Solid Fuels Administration. 
The Office of Defense Mobilization was advised that the report was based on 
old information, and that, in view of the number of coal mines which had been 
closed recently because of economic conditions and because of the lag in the 
attainment of the goal for byproduct-coke capacity, a reevaluation of material 
requirements based on more current data would be desirable. 


SMALL BUSINESS 






The defense mobilization programs with respect to solid fuels assist small 
business to only a minor degree. The construction of a battery of byproduct 
coke ovens seldom costs less than $5 million, and therefore it can be financed 
only by relatively large companies. 

Generally speaking, the best located reserves of metallurgical coal are con- 
trolled by steel companies and other companies which could not be classed as 
small business. 

It has not been deemed necessary to promote the expansion of that part of the 
coal industry which produces anthracite, lignite, or bituminous coal not suited 
for use in coke ovens. It is in this area that assistance to small business would 
be greatest, but expansion of facilities to produce coal of these types in the 
interest of national defense is not needed. 

During the past 12 months, necessity certificates were recommended for three 
companies which could be classified as small business. 
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TRANSPORTATION 


While the responsibility for providing adequate transportation for solid fuels 
is not vested in the Department of the Interior, the huge volume of coal shipped 
by rail, highway, river, Great Lakes, and ocean requires the Department to keep 
in close touch with the availability of transportation facilities. 

Representatives of the Department have taken part in conferences relating to 
port utilization and other related transportation problems. 


ser ease 02446 


STAFF 


On September 30, 1953, there were 9 employees on the rolls of Defense Solid 
Fuels Administration, all of whom were occupying classified positions on a full- 
time salary basis; however, the salaries of 2 who were working on the Alaska 
coal-survey report were an obligation of the Secretary’s Office. Reductions in 
force were made by DSFA during the period covered by this report, and by June 
30, 1954, there were only 4 persons on the payroll. On July 1, 1954, 2 of the 
remaining employees were given temporary appointments in the Bureau of Mines 
and 1 returned to the staff of the Office of Secretary, but was assigned to the 
Bureau of Mines. At present these 3 are handling the problems of the Depart- 
ment of the Interior relating to the mobilization of defense solid fuels. 

While the workload was decreased in some phases of the Department’s respon- 
sibilities, the problems of solid fuels for defense, particularly in connection with 
coal supply in Alaska and coke capacity to serve the steel industry, centinue to 
require close attention. 





DEFENSE MINERALS EXPLORATION ADMINISTRATION 





I, THE PROGRAM 










The Defense Minerals Bxploration Administration carries out a program for 
the encouragement of exploration for strategic and critical minerals and.metals 
within the United States, its Territories and possessions, under the Defense 
Production Act of 1950, as amended. 





II, AUTHORITY FOR THE PROGRAM 









The authority for this program is derived from the Defense Production Act 
of 1950, as amended (50 U. S. C., 1952 edition, app., sees. 2061-2166) and is 
implemented by Executive Order 10480 (18 F. R. 4939) and the detegation from 
the Director of the Office of Defense Mobilization, section 3 of Defense Mobiliza- 
tion Order No. I-7 (formerly DMO-30) as amended (18 F. R. 5366, 6737). This 
delegation vested the authority to conduct the program in the Secretary of the 
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Interior, and he delegated the function to the Administrator of Defense Minerals 
Exploration Administration by Interior Orders 2726 (18 F. R. 8804), 2755 (19 
F. R. 2503), and 2764 (19 F. R. 4005). 

By letter dated April 15, 1954, to the Secretary of the Interior, the Office of 
Defense Mobilization ordered that “to the maximum extent practicable, assist- 
ance should be extended only to those minerals in the high urgency bands.” This 
order resulted in the removal of a number of minerals from the list of those 
eligible for exploration assistance. By letter dated August 31, 1953, to the 
Secretary of the Interior, the Office of Defense Mobilization placed the following 
additional restrictions on the exploration program : 

(1) That DMBA, unless unusual circumstances otherwise require— 

(a) Eliminate further contract arrangements which obligate the Government 
to stand 90 percent of the cost. 

(b) Make exploration assistance funds available only to producers of min- 
erals in relatively shortest supply for defense needs. 

By letter dated February 15, 1954, to the Secretary of the Interior, the Office 
of Defense Mobilization certified, as essential to national defense, a program 
approved by the Borrowing Authority Review Board of ODM on February 9, 
1954. This program constituted a revision of the then current domestic explora- 
tion program and authorized the expansion of the program so as to reinstate 
to eligibility most of the minerals originally eligible for assistance under the 
exploration program. 

The program was originally set forth in DMEA Order-1 of March 7, 1952 
(17 F. R. 2090). Subsequently this order was amended (18 F. R. 2059, 18 F. R. 
2845, and 18 F. R. 6941) to reflect the several changes made in the program. 
Under date of March 23, 1954, DMEA issued DMEA Order-1, amended (19 
F. R. 1563) to consolidate the various amendments previously issued, clarify 
certain sections of the order, and include the revised program effective the date 
of publication. 


Ill. SUMMARY OF THE PROGRAM 


Defense Mineral Exploration Administration enters into contracts with pri- 
vate parties under the terms of which the Government contributes to part of 
the costs of approved projects for the exploration for indicated or undeveloped 
sources of strategic or critical metals or minerals within specified areas or 
parcels of ground in the United States, its Territories, or possessions. Each 
project comprises specific work to be performed at costs estimated on an actual 
or unit basis, of which costs the Government will contribute 50 or 75 percent, 
depending upon the mineral or minerals being sought under the contract. In 
the event that two or more minerals falling in different percentage groups 
are involved, the Government’s contribution is set at 63 percent of the cost. 

The Government’s contribution is allowable only for direct costs of the work 
performed, including labor, supervision, and consultants; workman’s compensa- 
tion and employees’ liability insurance and payroll taxes; operating equipment ; 
rehabilitation or repairs of existing buildings, fixtures, and equipment, necessary 
construction or installation of buildings or fixtures; repairs and maintenance of 
equipment, analytical work, and accounting. Projects are approved by the Gov- 
ernment only after investigation. They are based on sound engineering and geo- 
logical principles with definite plans and specifications established for the work 
to be accomplished. Projects, ordinarily, will not be approved for work which 
would require more than 2 years to accomplish, and the time limit fixed for most 
projects is much less. 

The Government's contribution is made without any interest being paid by the 
operator. However, if the Government considers that a discovery or develop- 
ment from which production may be made has resulted from the work, the 
Government may certify to that effect in writing to the operator. If certification 
is made, all production from the land described in the contract is subject to 
royalty not to exceed 5 percent of the “gross proceeds” or “value” of such pro- 
duction for a period of usually 10 years from the date of the contract or until 
the full amount of the Government’s contribution, without interest, is fully 
repaid, whichever occurs first. Regardless of certification, all ore produced from 
the project property during the exploration work and for a period of 6 months 
after completion or termination of the contract is subject to the same royalty 
provisions. 

Since most of the access roads needed for exploration purposes are short and 
their costs are small, in order to expedite construction, any necessary costs 
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for roadbuilding or repairs are usually included as part of the exploration 
project costs. 


Policy and operating committee 


The Defense Minerals Exploration Administration functions within the De- 
partment of the Interior under the broad control of a policy and coordinating 
committee. The committee is composed of the Assistant Secretary, Mineral 
Resources, as chairman, the Administrator of the Defense Minerals Exploration 
Administration, the Director of the Bureau of Mines, and the Director of the 
Geological Survey. 

The Defense Minerals Exploration Administration does not maintain its own 
technical field staff but utilizes the services of the technical staffs of the Bureau 
of Mines and Geological Survey for all field examinations, reports, project 
inspections and field administration of exploration contracts. This fieldwork 
is performed in eight regions under the direction of regional field teams, each 
team consisting of an engineer from the Bureau of Mines and a geologist from the 
Geological Survey ; one heing designated the executive officer for DMEA and the 
other, his alternate. Instructions to and all correspondence with the field teams 
flow through an operating committee composed of a representative of DMEA, as 
chairman, and representatives of the Bureau of Mines and Geological Survey. 


Funds allocated for the program 


Funds for carrying out the exploration program are procured by borrowing 
from the Treasury under the Defense Production Act of 1950, as amended. 
Requests for such funds are made as they are needed to the Office of Defense 
Mobilization which issues a certification for the amount approved by that Office. 
Since the inception of the program in April 1951, a total of $28 million of borrow- 
ing authority funds has been approved. As of September 1, 1954, $16,500,000 of 
this amount has been obligated for exploration projects, but only about $11 
million has been disbursed. 

Cooperation with other agencies 

Because of the interest and responsibilities of several other Government agen- 
cies in the field of metals and minerals, DMEA maintains cooperative arrange- 
ments with a number of such agencies in addition to the Office of Defense Mobili- 
zation and other organizational units within the Department of the Interior. 

DMEA makes frequent use of the files of the Reconstruction Finance Corpora- 
tion in passing upon applications for exploration contracts, and does not enter 
into a contract without first obtaining clearance from that agency or its successor 
in interest. The Atomic Energy Commission is consulted with respect to appli- 
eations involving minerals of interest to that agency, and its approval is obtained 
for contracts covering exploration for such minerals. General Services Adminis- 
tration is consulted in connection with proposed exploration contracts on prop- 
erties which may be involved in procurement contracts with that agency. Close 
contact is also maintained with GSA in regard to producers shipping ores to 
Government stockpiles and who have exploration contracts with DMEA. Cooper- 
ation is also given to such agencies as the Securities and Exchange Commission, 
Small Business Administration, and the Department of the Treasury by furnish- 
ing information relative to DMEA applications and contracts. The Audit Divi- 
sion of DMEA cooperates and collaborates with the General Accounting Office 
in its auditing program. 
IV. SUMMARY OF THE PROGRESS OF THE PROGRAM 
Applications 

During the period from August 31, 1953 (the date of available figures given to 
the Third Annua! Report of the Joint Committee on Defense Production), to 
September 1, 1954, DMEA received 312 applications for aid in exploration. The 
total number of applications received since the beginning of the program is 2,280, 
and includes proposals for projects in 42 States and Alaska. In the period August 
31, 1953, to September 1, 1954, 169 applications were denied and 74 were with- 
drawn. On September 1, 1954, 149 applications were being processed. 
Contracts 

Since the inception of the program, 664 contracts have been executed; 110 of 
these since August 31, 1953. Contracts involving a search for 26 different min- 
erals have been executed for exploration in 31 States and Alaska. A total of 


431 contracts have been canceled or terminated, leaving 233 in force as of Septem- 
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ber 1,1954. Fifty-eight of these 431 contracts were canceled ; that is, no approved 
work was performed under them; nor was any Government contribution made. 
The remaining 373 terminated contracts had estimated costs totaling $10,207,124, 
with Government participation amounting to $6,521,208. However, the actual 
cost to the Government on these 373 terminated projects was only $4,292.477. 
Certifications of discoveries 

DMEA has certified 141 projects as discoveries or developments since the 
program started; 83 of these certifications having been issued since August 31, 
1953. Of these 141 certified projects, 121 have been terminated or completed and 
20 are still in force. The total estimated cost for these 141 certified projects was 
$6,218,946, of which the Government’s estimated share was $3,827,055. However, 
to date, the Government has spent only $2,964,925 on these 141 projects. These 
141 certified projects involve a search for 22 strategic minerals and are located in 


27 States and Alaska. (See attached map.) 
Repayments 


Royalties paid to the Government on production from successful projects have 
steadily increased month by month since the first production was made, most of 
this production being ore removed during the course of the exploration work. 
Since August 31, 1953, royalties paid to the Government have amounted to 
$287,159 and total royalties paid as of September 1, 1954, amounted to $380,076. 
Five operators have repaid in full the amount of the Government’s participation 
and 135 others have made royalty payments. It is anticipated that the amount 
of royalties paid to the Government will continue to increase, and over the next 
10 years will aggregate a substantial amount. In addition to those projects on 
which repayments have been made, 70 others have ore showings. Of the 140 
projects on which repayments have been made, 78 have been certified. Most of 
the others will be certified when sufficient data are obtained to determine if the 
finds will be significant. 

Production on which royalties have been paid to date is estimated to have a 
value to the operators of. $7,600,000. The gross value of the recoverable min- 
erals from the potential ore reserves inferred on the 141 certified projects is 
estimated to be in excess of $160 million. 


V. NEED FOR THE PROGRAM 


The need for finding additional sources of strategic and critical minerals has 
been demonstrated time and again, and is recognized by those who are responsi- 
ble for establishing governmental policies. However, during two World Wars 
and a period of tremendous expanding economy, we have consumed enormous 
quantities of these vital minerals. Exploration has not kept pace with the accel- 
erated demand for them. As a result we are becoming more dependent upon for- 
eign sources for these minerals which is dangerous to the national security. 

The easily found deposits have practically all been located and exploited. It 
is no longer possible to find rich mineral deposits exposed at the surface of the 
ground. The cost of exploration has increased so much because of the difficulty 
of finding new deposits that industry seeks other fields of endeavor. As a result 
sufficient new deposits are not being found to replace those being rapidly 
exhausted. It is apparent that some form of Federal aid is needed to stimulate 
exploration. By the Government absorbing some of the risk involved, industry 
is relieved of part of the burden of cost and, hence, is more willing to participate 
in an exploration program. 

Exploration is a long-range activity and should not be tied in with current 
changes in supply and demand, or market prices. The search for sources of 
minerals is an activity that must be initiated well in advance of production. 
Facilities for mining must await the discovery and development of ore bodies 
which may take years to complete. 

The Defense Minerals exploration program encourages private industry to 
take the essential first steps in looking for domestic sources of strategic and 
critical minerals which have been traditionally in short supply during times of 
emergency. The domestic sources of supplies of many minerals are insufficient 
to meet even normal peacetime requirements. In time of war the reduced avail- 
ability of these materials from abroad places those minerals vital to military 
needs in a highly critical category. 

Reserves of scarce minerals discovered through exploration work now per- 
formed represent in a very real sense a stockpile in the ground that may be 
drawn upon whenever needed. As insurance against future contingencies, an 
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aggressive exploration program for minerals and metals in short supply should 
be pursued intensively, even though immediate production goals may have been 





















achieved. 
The original DMEA program included a search for 34 strategic minerals and 
: metals in short supply. As the emergency lessened the shortage of some of 
7 these minerals eased somewhat. In recognition of this immediate situation 
4 ODM under date of April 15, 1953, issued a directive to DMEA to restrict the 
exploration program to specific minerals and metals then in short supply. This 
: action reduced the number of minerals eligible for exploration aid to 19. DMEA 
accordingly amended DMEA Order-1 on May 15, 1953. Under date of June 


1, 1953, ODM modified its directive of April 15, 1953, to permit processing of ap- 
plications, on record as of May 15, 1953, for assistance for exploration of 
6 minerals no longer eligible. Further restrictions as to minerals eligible for 
a exploration were made by letter from ODM on August 31, 1953, thereby reduc- 
z ing the eligible minerals to 14. This letter also effected the elimination of 
the 90 percent rate for Government participation in the cost of exploration. 
Because of the changed economic situation with respect to certain minerals and 


: changes taking place in the world political situation that may adversely affect 
: the United States, it appeared advisable to broaden our mobilization base in the 
a mineral field. As a result ODM by letter dated February 2, 1954, certified a 


revised exploration program as essential to national defense. This action had 









the effect of restoring to eligibility for exploration aid most of the minerals } 
previously removed. DMEA promptly issued DMEA Order-1, amended, on i 
March 23, 1954, in order to implement the above-mentioned action. Thus, 33 a 
minerals are now subject to exploration assistance with Government participa- H 
tion as follows: i 
h) percent.—Bauxite, chromium, copper, fluorspar, graphite (strategic cruci- : 
ble flake), lead, molybdenum, zinc, and cadmium. ! 
75 percent.—Antimony, asbestos (strategic chrysolite only), beryl, cobalt, j 
columbium, corundum, diamonds (industrial), kyanite (strategic), manganese, 
mercury, mica (strategic), monazite and rare earths, nickel, platinum group : 
metals, quartz crystals (piezo-electric), rutile-brookite, tale (block steatite), ‘ 
tantalum, thorium, tin, tungsten, and uranium. } 


VI. SMALL BUSINESS PARTICIPATION IN THE PROGRAM 















Small business has had a very active part in the program. This participation 
has been by individuals, partnerships, and corporate enterprises. The small 
operator has been attracted to highly strategie minerals not found in the United 
States in deposits of sufficient size to be of interest to large companies. The 
production of many of these minerals is entirely by small operators. Because of 
the urgency for more critical and strategic minerals, maximum encouragement ; 
has been given to small operators. The role of small business in the program : 
is indicated by the fact that two-thirds of the contracts executed by DMEA are 
with small operators, mainly individuals and partnerships. Approximately 
50 percent of the contracts call for total expenditures of less than $20,000, and 
approximately 40 percent of the contracts provide for the operator to spend less 
than $3,000 of his own money to complete the contract. ' 















VII. ORGANIZATION AND PERSONNEL 





As of August 31, 1953, DMEA had 57 employees on its rolls. As a result of 
the curtailment of the program effected by the ODM letter of April 15, 1953, 
reducing the number of metals eligible for exploration to 19, and the ODM let- 
ter of August 31, 1953, further restricting the program to only 14 minerals and 
eliminating the 90 percent percentage rate of Government participation in costs, 
DMEA reduced its personnel to 47. The Bureau of Mines and Geological Sur- 
vey made similar reductions in the staffs assigned to DMEA work by effecting 
transfers to other work. In view of the restoration of 19 minerals to eligibility 
for exploration pursuant to ODM letter of February 2, 1954, DMEA has in- 
creased its staff by one and contemplates building it up to former size if the 
workload increases to justify the increased staff. The only field staff maintained 
by DMEA comprises six field auditors who have the responsibility of making 
final audits of operators’ accounts and of determining the propriety of payments 
under exploration contracts and regulations, as well as auditing ore shipment 
records and royalty payment accounts for certified projects in conformance with 
GAO practice. These field auditors are located in Denver, San Francisco, and 
Spokane. 
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In addition to the employees on DMBA rolls, the program utilizes the services 
of technical personnel of the Bureau of Mines and Geological Survey. This work 
is under the direction of an employee of either Mines or Survey, who is designated 
as executive officer of DMEA with an alternate from the other agency. Field 
offices are located in eight regions as follows: 

Region I—Alaska, Post Office Box 560, Juneau, Alaska. 
Region II—Idaho, Montana, Oregon, and Washington, South 157 Howard Street, 

Spokane 4, Wash. 

Region II1I—California and Nevada, 420 Customhouse, 555 Battery Street, San 

Francisco 11, Calif. 

Region IV—Arizona, Colorado, New Mexico, Utah, and Wyoming, 224 New Cus- 
tomhouse Building, Denver 2, Colo. 

Region V—Iowa, Michigan, Minnesota, Nebraska, North Dakota, South Dakota, 
and Wisconsin, 2908 Colfax Avenue, South, Minneapolis 8, Minn. 

Region Vi—Arkansas, Kansas, Louisiana, Missouri, Oklahoma, and Texas, Post 

Office Box 431, Joplin, Mo. 

Region VII—Alabama, Florida, Georgia, Mississippi, North Carolina, South 

Carolina, and Tennessee, room 13, Post Office Building, Knoxville 2, Tenn. 
Region VIII—Connecticut, Delaware, Illinois, Indiana, Kentucky, Maine, Mary- 

land, Massachusetts, New Hampshire, New Jersey, New York, Ohio, Pennsyl- 

vania, Rhode Island, Vermont, Virginia, and West Virginia, Bureau of Mines, 

Eastern Experiment Station, College Park, Md. 

The following tables and charts give a complete statistical summary of the 
exploration program to date. Charts II and III were prepared as of June 30, 
1954. However, changes in the data since that date have not been so large as 
to render the charts unrepresentative of the situation as of August 31, 1954. 
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Report of exploration assistance applications for 


During August: 
Applications in process as of July 31__.--- ace ait dedeon cited asai:teaiicostabsicasbeusbaoe 143. 
Applications received during August 


August 1954 


< ele =pr an SECs: AR ena eth ae ata a Me ANS «AIS RMS Redeye ae 

















Ri a ge SS ae 5s, ae a Wee Scar RENE = a, BOE epee are a 
sR I I ee a cs seca pi teeesincmnsieaeeeicnenin 19 
Applications withdrawn 


Total __ 





Total applications in process as of Aug. 31_-__-..-.----_- % 149 
Applications approved and contracts prepared during August- ic eecentaabaliss 8 
Contracts approved but not yet executed by applicant__ Riamardaieniaies 6 

Stages of completion of applications “in process” 

Applications in stage of preliminary analysis by Commodity Division 
engineers, Bureau of Mines and Geological Survey commodity 
aR a ae Lei § SIP ERE RES Soke eameneeeeieee he Sa apes 5 

4 Applications aw vaiting additional information from applicant_____--~- 10 

Applications with field teams for onsite examination_________ 78 

Applications in final stages of processing: (a) Contracts pre pared but 
not yet executed by applicant, (6) contracts or denial letters being 
prepared, (c) applications on which field team reports have been 
received and final action is to be taken 


Bo  » BREN GREENS EEE 2) See 46 











Location of applications in process: 


Base Metals Division_____- are : : Ree ee eae 14 
> Iron and Feroalloys Division. i ee as nN Se Soe eee ETE 18 
<c RII Tn TILT: Re al 25 


Rare and Miscellaneous Metals Division___ 
Chief Counsel's Office 
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Field teams (for onsite examinations) : 
I Oe oh ic Liccluteie wake ees 

b- Region II oe ee ee 7 : i iaieg j : 14 
© Region III_____. RaSh, PEP SRAAAM Kats * oP we me 18 
Region IV___- SPP SE: pi eicecksn pT Te a earas captain sere)” 

Region V rae A! Re oe pie Pye He) LOSE ee 
I a iin ks wo nea : Ay. Re ik > 
Region VII__-- deca ccecabeebile A = LS poe a 
Region VIII__----- eee? ee ae 0 
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Grand total in process____- siti 
Amendments to contracts exec uted as s of July 31 
Amendments to contracts executed this month_- 











ES Se Re 


Status of applications for exploration assistance through August : 
Total number of applications received through August__- 






Applications approved and contracts executed_____________ Loh ee 

Applications denied alba a ceca tbe nase cacao neds lick ate demas tek, 
PASUESC EEO SUR IIE OD Wes ne ith meee ierwinele 
Applications in process______-..----~- encNenr i Desens lore Tr Drege CL 


120 applications being processed within delegation of authority—region IV. 
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Applications received during August 1954 


Number Estimated 
Commodity of appli- States cost of 
cations project 


Bery}-mica : 2 North Carolina and South Dakota-- -- 
Copper. ..--- Z d 3 | Colorado (2) and Washington. -. 
Lead-zine........... 3 | Idaho (2) and Nevada__- re 
Lead-zine-copper._............! 4 | California, Idaho, and Montana (2). ----.-- 
Manganese 1 | Montana__-. oa 
Mica. = 9 | Alaska and North Carolina (8) ae 
Tungsten. : 10 | Alaska, Arizona (2), Idaho, California (4), 
Maine, and Nevada. 
Uranium : & | Arizona, Colorado (2), Idaho, Utah (2), New 539, 972 
Mexico, and Wyoming. 


ASoeccivriow 


Total 40 : <a eres 2, 230, 838 


1 No amount shown on 1 application. 


Contracts executed during August 1954 


Govern- Total 
Name of operator County Commodity ment par- vabes 
ticipation 


Starnes, J. L Boulder Colorado Tungsten. - $10, 500. 00 $14, 000 
Triumph Mining Cc Blaine Idaho Lead-zine 71. 677.00 143, 354 
Antonioli, Peter Granite Montana Manganese- 80, 200. 00 128, 320 
lead-zine. 
Phillips, S. L., et al Catawba North Caro- | Mica 3, 519. 00 4, 692 
lina. 
Phillips & Keller Cleveland do do . 050. 00 1, 400 
Phillips, F. O Mitchell. . . do do_. 3, 144. 75 4,193 
Brown, C. L., et al Yancey do do... 4, 341.00 5, 788 
Phillips, John, et al .do do do 2, 709. 75 3,613 
Willden & Petty Millard Utah Tungsten , 620. 00 6, 160 
Total . 181, 761. 50 311, 520 
Nore.—In addition to the above-listed executed contracts, 6 contracts have been approved, but not 
executed by applicant, amounting to $40,961.95 Government participation and $53,946 total value. 


. 


Contracts terminated during August 1954 


Govern- Total 
Name of operator County Commodity ment par- ‘ aine 
ticipation se 


Dixie Mines, Inc Alabama Mica $6, 408. 00 $7, 120 
Keystone Asbestos Corp Siskiyou California Asbestos 9, 008. 10 | 10, 009 
Nieminen, David, et al Jefferson Montana_. Uranium 13, 599. 00 15, 110 
Hughesville Silver & Lead Judith Basin do Lead 5, 000. 00 10, 000 
Mining Co 
Garnet Tungsten Mining Co Elco Nevad: Tungsten... 16, 320. 00 21, 760 
Metallics, Unlimited White Pine tes 10, 650. 00 14, 200 
Beam & Boone Avery._.. North - | Mica 1, 362. 00 1, 816 
lina. 

Beasley, Joe A_... Cleveland __. do ; do 6, 300. 00 

Sparks, Roy Yancey... do % do... 3, 993. 75 | 5, 325 
Seallon Zinc Mines Grant Wisconsin Lead-zine 9, 550. 00 19, 100 


Total... a ‘ ; 82, 190. 85 111, 440 
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TABLE IV.—Disbursements by region and by month 
REGIONAL DISTRIBUTION AS OF AUG. 81, 1954 


Region: Regional disbursements ; Region—Con. 
$699, 370. 30 


Regional disbursements 
$407, 178. 63 

673, 931. 73 

290, 043. 39 





594, 712. 82 


MONTH-BY-MONTH RECAPITULATION 


| 1} 
Month-by- | Curnulative l 
month dis- | disburse- | 
bursement ment data 


10, 832, 747. 97 





Month-by- 
month dis- 
bursement 


Cumulative 
dsiburse- 
ment data 


Month Month 





1951—July 
August ini afte 
September... 


$12, 125. 62 , 125. 62 | 
64, 764. 53 j, 890.15 || 1953—April__...._--- an 
238, 885. 60 » 270. 70 |} May-. aol 
229, 621. 57 , 397. June... 
November.......| 211,127.61 | 756, 524. 93 July : 
December... .- 217, 054. 64 | 3, 579. pee 
1952—January.........| 261,280.43 | 1, 234, 860. September... 
February | 245,613.20 | 1, , 473. 
March... a 231, 786, 38 , 712, 259. 5: 
—— ee | 2, , 373. 
May....- | 346, 528.97 | 2,356, 902. 
June._... Beal 879.73 | 2,686, 781.! 


$306, 482. 97 |$6, 563, 942. 19 
182, 194. 01 746, 136. 20 
331, 219. 20 077, 355. 40 
301, 141. 378, 496. 52 
384, 541. 763, 037. 63 
312, 607. 92 075, 645. 
387, 113. 462, 759. 
242, 030. § 704, 789. ¢ 
314, 724.1 019, 514 
279, 962. 78 299, 476. 
189, 661. 4: 489, 138. : 





= 


November__.._- 

December __. 
1954—January - 

February -- 








July 
August 
September 


. 734. 


, 488 


, 037. 


92 | 3, 
00 3. : 
14 


5, 517.7 
3, 004. 7 
, 041.6 


March._._. 
April 
May -.- 


322, 197. ¢ 
182, 113, 97 
205, 703. 56 


811, 336. 
993, 450. ¢ 
199, 153. 77 


OOOO OP HPMBAANS 


October. ......--} , 966.75 | 4,344, 008. 
November.......} 50, 223. 06 , 794, 231.7 
December.......| 347, 056. 64 , 288. 3! 
1953—January .......--| 51, 802. 16 , 090. ! 
February... ...- 305, 978. 26 068. 7 
ey te 358, 390. 45 459. 2 


June 
July 
August 


252, 839. 6$ 451, 993. 
158, 996. 610, 989. £ 
221, 758. 43 832, 747. 97 


Total through 


March... August 1954_/10, 832, 747. 97 
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TaBLE IX.—Applications received and their status—Commodity distribution 
(as of Aug. $1, 1954) 





Total 
number 
received 


Commodity 


Number 
in 


process 


| 


Dispositions of applications 





Executed | Denied | 


Total dis- 
positions 


With- 
drawn 





Antimony 

Asbestos 

SRE Ae Eee APSE 
Beryl-mica---.--....- 2 
Chrome SATE eet 
Cobalt-nickel ; 
Columbium-tantalum . - 


Corundum -- 

Diamonds. -.- 

Fluorspar ay 
SIN . Shlondnwicinne ccs 
Iron... 


Lead-zine_---- sipienn lichabtactiarecel 
Lead-zince-copper - 
Manganese 

Mercury... .-- 

Mica bss 

Molybdenum... 

Monazite ....- 

Platinum 

Quartz 

Rare earths rats Be Rs 
5s aera ae 
Ge aka a 

_ 3 A eee 
Thorium. 

, 1 Searels 

Tungsten. -_- 

Uranium aks Kkeinws 
Miscellaneous !.._...._- 





ee 


- 
—Se CONF CORN UAC 





5 | 
2 | 
23 | 
0 | 


> | 
35 | 


14 


| 


12 | 
19 | 
0 
22 
0 
8 


13 


3 
39 
1 
0 
10 


16 | 


18 | 
343 | 
185 | 

6 

2,131 | 664 1, 046 | 

| 





~ 


~CWwanens 


1 These applications were filed in the early days of the program for minerals or metals not covered by 


DMEA Order-1 (at that time MO-5). 





me Cty ates 


oom 


BOL 
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TaBLE X.—Applications received and their status—State distribution (as of 


Aug. 31, 1954) 





Dispositions of applications 


Total Number 





number | in | 
received | process Total dis- | 
| positions 


Executed 


Denied 





Alabama...._- ; 9 | 18 | 
Alaska.......- 32 | 2 | 30 | 
Arizona.._.... - a5 157 

25 | 24 
California........ } 256 23 | 233 
Oomreage........-.; ‘ios 253 | f 238 
a eae 2] | 2 | 
Florida. -_. ’ 3 
Georgia. 31 | 30 
Idaho F finn 92 | 5 | 177 | 
Tilinois....-- | 


Kentucky . -- 
Louisiana... - 
Maine 
Maryland. 
Massachusetts 
Michigan 
Minnesota. 
Mississippi 
Missouri... - 
Montana 
Nevada... 

New Hampshire 
New Jersey 
New Mexico. 
New York . 
North Carolina 
Oklahoma. . 
Oregon 
Pennsylvania. 
South Carolina. - 
South Dakota -. 
Tennessee 
Texas... 

Utah 
Vermont... 
Virginia 
Washington 
West Virginia... 
Wisconsin 
Wyoming... 


>DPmrorototo tot © 


Total 


am = soso 


ou 


- 


» Me = 


omtN 


w 
|(_orkroerWe sane 


-_ 


664 


AD IS 


SOW 


SW who o 


rw 


— ee 


1, 046 


With- 
drawn 


=> - 
SC2ouen | 


moet 


_ ws 
tee rt we 


TABLE XI.—Applications received and their status—Regional distribution (as of 


Aug. 31, 1954) 





Total Number 

Region number in 
received process Total dis- 
positions 


30 
459 


Executed 


Dispositions of applications 


Denied 


9 
217 
231 
316 

37 
18 
191 


»” 
as 


With- 
drawn 
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GENERAL SBRVICES ADMINISTRATION 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., September 21, 1954. 
Re summary of 12 months’ operations under Defense Production Act. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 
Attention Mr. Harold J. Warren, Clerk, room 11C, Senate Office Building. 

Dear Senator CaPeHart: In compliance with your request of August 14, I 
am submitting herewith a summary of the operations of GSA under the Defense 
Production Act of 1950, as amended, for the year ending August 1, 1954. 

I understand that the information is to be included in the Fourth Annual 
Report of the Activities of the Joint Committee on Defense Production. 

The operations of the Defense Materials Procurement Agency prior to August 
14, 1953, when it was abolished by Executive Order 10480, are included in the 
statement. 

Cordially yours, 
EpMUND F. MANSURE, Administrator. 


AUTHORITY AND RESPONSIBILITIES 


Since August 14, 1953, when the Defense Materials Procurement Agency was 
abolished by Executive Order 10480, the major responsibilities of the General 
Services Administration under the Defense Production Act of 1950, as amended, 
and said Executive order, as amended, have been as follows: 

1. Purchasing and making commitments to purchase metals, minerals, and 
other materials for Government use or resale, and performing or providing for 
inspection, refining, processing, transportation, and storage operations incident 
thereto. 

2. Encouraging exploration, in connection with foreign programs, and develop- 
ment and mining, in connection with both foreign and domestic programs, of 
critical and strategic minerals and metals. (Defense Mobilization Order No. 1-7, 
effective August 14, 1953.) 

3. Guaranteeing private loans to contractors, subcontractors, and others when 
necessary to expedite production and deliveries or services under Government 
contracts for the procurement of materials or the performance of services for the 
national defense, 

4. Certifying to the Secretary of the Treasury or the Export-Import Bank of 
Washington the essentiality of making direct Government loans to aid in carrying 
out defense contracts, to the extent that such loans are a part of and in accord- 
ance with the terms of programs certified to GSA by the Director of the Office of 
Defense Mobilization. (Defense Mobilization Order No. 1-7.) 

5. Installing additional equipment, facilities, processes, or improvements to 
plants, factories, and other industrial facilities owned by the United States Goy- 
ernment, and installing Government-owned equipment in privately owned plants, 
factories, and other industrial facilities. 

Prior to going out of existence as of August 14, 1953, as prescribed by Executive 
Order 10480, DMPA had other major responsibilities which it had delegated to 
other agencies as indicated: 

1. Encouraging domestic exploration and related development of critical and 
strategic minerals and metals (DMPA Delegation No. 4 to the Secretary of the 
Interior) ; 

2. Purchasing and making commitments to purchase kenaf and Sansevieria 
(DMPA Delegation No. 7 to the Secretary of Agriculture). 


ORGANIZATIONAL CHANGES 


Executive Order 10480 transferred to GSA personnel, records, property, and 
unexpended balances of appropriations, allocations, and other funds from DMPA. 
A Materials Division was established in the Bmergency Procurement Service of 
GSA, staffed with personnel transferred under the order. Such administrative 
and staff services as were being performed by DMPA personnel were integrated 
with regular GSA operations. Regional offices of DMPA except the one at 
London were abolished. 

The Department of the Interior continued to furnish technical advice and 
services necessary for conduct of the materials-expansion program. Field inspec- 
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tions of mines and minerals research projects by specialists in the Bureau of 
Mines and the United States Geological Survey were continued on a reimbursable 
basis. . 


ACTIVITIES UNDER THE DEFENSE PropuctTion AcT, AS AMENDED 
REPORT COMMENTS 


The attached financial statements, identified by exhibit number, reflect the 
financial condition and operations of the Defense Producton Act Revolving Fund, 
47X4401, for the period December 29, 1950, through June 380, 1954, and for the 
1954 fiseal year. 

These activities were authorized by the Defense Production Act of 1950, as 
amended, for the purpose of financing expansion of productive capacity and sup- 
plying critical materials in furtherance of the defense effort. The revolving 
fund is financed by borrowings from the Treasury. 



















OPERATIONS 


Operations for the fiscal year, excluding subsidies for mineral development, loss 
on disposal of fixed assets, and excess power costs paid to aluminum producers, 
resulted in a net operating loss of $31,046,582. A summary of income and expense 
follows: 


. Minerals Maching 
Combined and metals tools 
Sales. ; | $100, 377,348 | $100, 377, 348 0 
Cost of sales_.. | 117,860, 652 117, 860, 652 0 
Loss on sales... (17, 483, 304)! (17, 483, 304 0 
fem Other income: 
Interest _. 2, 841, 838 2, 606, 710 $235, 128 
<tc Rentals_ 3, 932, 962 792 3, 032, 170 
ee] Other_. 71, 320 | 71,320 ny 
Gross operating (loss (10, 637, 184)) (14, 804, 482) 4, 167, 208 
Operating expenses... bi . Be 20, 409, 398 | 15, 239, 609 | 5, 169, 789 
Net operating (loss) __. (31,046,582)! (30,044, 091 (1, 002. 491) 
Excess power cost, mineral development and loss on disposal 
of assets._. 5, 777, 646 5, 749, 510 23, 136 
Net (loss). (36, 824,228) (35, 793, 601) (1, 089, 627 


SUMMARY OF EXPANSION PROGRAM STATUS 


The various types of Government assistance and related activities aimed at 
expansion of metals, minerals and other materials capacity have resulted in the 
completion of programs for nearly one-half of the materials. 

Gross expansion transactions certified through June 30, 1954, amounted to 
$7.6 billion which are estimated to cost the Government ultimately about $1.1 
billion. 

The estimated probable net cost to the Government for each commodity or pro- 
gram relative to the gross transactions certified through June 30, 1954, is shown 
in the table below: 


GRIVERSITY OF MICH! 


{In millions] 









Estimated | 
ultimate net 
cost to the 


Estimated 


Gross 
ultimate net 


Material or program | transactions 


| Gross 
Material or program | transactions | 























































a - cost to the 
certified Government certified | Government 
| 

Total._.___ 7, 595.2 $1,106.5 || Molybdenum_....___| $158. 6 | $24.0 
Resmaneeabetes: Retirees pene! | F< OE eee 784.7 | 266. 0 

Aluminum pig-..-...-. 1, 108. 6 23.0 || Rubber..... j 886. 6 | 0 
Copper... ......- 780. 4 kp ke, | cubes Tad 140. 0 | 140.0 
Magnesium._..____. 181.6 45.0 | Titanium... _- | 895.0 | 128.7 
Machine tools... ____- 1,458.5 75.6 || Tungsten.............| 414.0 | 113.3 
Manganese. ___. : 411.7 94.6 | Vg SS eee 375. 5 144.3 


















1 at 
the 


1 to 
$1.1 


pro- 
OWT 


sted 
e net 
the 
ment 


$24.0 
2h6. 0 
0 
140.0 
128.7 
113.3 
144.3 


————— 
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There were decreases during the year reported in both domestic and foreign 
requirements as well as gains in the production of many of the strategic and 
critical materials under the materials expansion program. As a result, former 
shortages of aluminum, beryl, chromite, copper, lead, manganese, molybdenum, 
platinum, tungsten, zinc, and columbite-tantalite were overcome during the year. 
On the other hand, materials such as asbestos, mercury, mica, nickel, manganese, 
selenium, and titanium continued in short supply. 

Under its new responsibilities, GSA reviewed all of the existing materials 
expansion programs. As a result, revised programs for a number of materials 
were prepared and submitted to ODM for approval, and new programs for mer- 
cury, synthetic manganese dioxide, and selenium were developed. 

The President’s announcement in March of new plans for stockpiling strategic 
and critical materials is expected to have a direct bearing on certain of the 
materials expansion programs. ODM was authorized to establish new long-term 
stockpile objectives which, When completed, are expected to be followed by spe- 
citic purchase directives to GSA to acquire additional quantities of an estimated 
35 to 40 minerals. Sinee purchases are to be made from domestic producers, 
wherever possible, with preference to be given to newly mined metals and min- 
erals, attainment of some of the enlarged goals will require expanded production 
under Government assistance. 

GSA established a metals and minerals survey committee to make studies 
in preparation for the anticipated purchase directives and to further explore 
the possibilities of expanding domestic production. 

During the year three domestic expansion projects were completed, and the 
facilities placed in production: Faleonbridge Nickel, East Rim Nickel, and 
Anaconda Copper, bringing to 11 the total number of domestic projects com- 
pleted since the inception of the program. 

An additional 21 domestie projects still under construction at the end of the 
year or not requiring construction under the contract terms were producing a 
variety of materials. 


ACCELERATED TAx AMORTIZATION 


During the year ending July 31, 1954, 10 certificates of necessity recommended 
by GSA were issued by ODM for $51,192,137 of accelerated tax amortization on 
facilities with a total estimated cost of $64,962,476. These covered production 
of materials as follows: 


Number of Total esti- peor pomyriane § 
Material certificates mated cost | / pret 
of necessity | of facilities |. nortization 


Total... ae oe $64, 962.476 | $51, 192,137 


Nickel and cobalt... ebeean 55, 550, 000 44, 440, 000 
Uranium ‘ aha d , 603, 702 3, 682, 962 
Iron... : : , : 2, 720, 193 | , 727, 926 
Alumina renee ae var , 626, 000 | 6, 900 
Zinc... ; eae atte mien = 394, 581 | 236, 749 
Selenium... ~<a i pT anew. - } 68, 000 | 7, 600 


led 


Two certificates permitting $374,192 of accelerated amortization on facilities 
for the production of lead and zine totaling $623,653 were recommended by 
GSA but had not been acted upon by ODM by August 1, 1954. 


LOANS AND ADVANCES 


Advances.—During the 12-month period ending August 1, 1954, advance pay- 
ments under 2 contracts were authorized in the total amount of $1,075,000. 

Direct advances authorized under GSA-DMPA contracts through July 31, 
1954, totaled $238,387,490.80, of which $160,276,810.38 had been disbursed by that 
date. Repayments amounted to $77,856,659.51, leaving $82,420,150.87 outstand- 
ing. 
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The distribution between advances on mineral expansion projects and on 
machine tool contracts was as follows: 





| 
Status Total Mineral projects | Machine tools 





| 
$238, 387, 490.80 | $184, 158,908.00 | $54, 228, 582. 80 











Disbursed... 160, 276, 810. 38 106, 048, 227, 58 54, 228, 582. 80 
Repaid _--. 77, 856, 659. 51 24, 646, 633. 93 53, 210, 025, 58 
Outstanding tnaken nas 82, 420, 150. 87 81, 401, 593. 65 | 1, 018, 557. 22 
Uy MENG Pah a crtagereciel vadbncucecsapebanete 78, 110, 680. 42 0 


78, 110, 680. 42 | 





Government loans.—No new loans for materials expansion projects were made 
by the Export-Import Bank or by the Reconstruction Finance Corporation during 
the year. 

After giving effect to changes in amounts of loans and cancellations previously 
recommended by GSA-DMPA, the Export-Import Bank had approved 5 foreign 
loans, aggregating $43,777,500, and the Reconstruction Finance Corporation had 
approved 13 domestic loans, amounting to $95,060,042. All loans were for mineral 
projects. 

The status of these loans as of July 31 is summarized below: 














Export- Reconstruc- 

Status Total Import tion Finance 

Bank Cc ee 

araaneenesl eeranigationsentiy £ ie 

Total loans mogeeres WAS bicdaia sath ttergns eebienesndsbiebetn $138, 837, 542 | s $43, 777, 500 $95, 060, 042 
Disbursed __.-. i Rei nt NS aE A cal fae Mose Feet 38, 080, 042 15, 120, 000 22, 960, 042 
MUU oe ee Ze das i nc anadebaddubcabuGuadeccbecadeas 72, 800 0 72, 800 
EEE ODES SAPD LOA Dee CLII ON OE .--| 38,007, 242 15, 120, 000 22, 887, 242 
a iitctuecacutaebiawecaion’ | 100,757,500 | 28, 657, 500 72, 100, 000 





Guaranteed private loans.—During the year, 3 private bank loans aggregating 
$3.4 million were authorized for guaranty and 2 other requests involving $2.4 
million were found to be not eligible for guaranties. 

As of July 31, 1954, GSA had authorized the guaranty of 7 private loans 
amounting to $85.8 million for mineral expansion projects, and 4 loans amount- 
ing to $28.4 million for machine tool projects. Approximately $81.8 million was 
outstanding on 5 mineral expansion project loans, on that date, and nearly $9 
million on 4 machine-tool project loans. 


MINERALS RESEARCH AND EXPLORATION 


Contracts and agreements for research and exploration are among the impor- 
tant means by which the Government assists In the development of new processes 
and new sources of strategic materials. 

Even greater emphasis must be placed upon research programs in the future 
in order to develop improved techniques for producing the needed materials and 
reducing production costs. Substitution of noncritical materials and the devel- 
opment of new materials to replace those in short supply also are possibilities to 
be explored through research programs. Improved metallurgical processes are 
being sought asa means of increasing supply. 

Much of the research work is done for GSA by other agencies of the Govern- 
ment, particularly the Bureau of Mines and the United States Geological Survey 
of the Department of the Interior. Domestic exploration work is all performed 
by the Bureau of Mines. Foreign exploration is arranged by GSA through con- 
tract with private business. 

Among the major research and exploration activities being performed for GSA 
by other Government agencies are the following: 

The Bureau of Mines, under an agreement consummated with GSA during the 
reporting year, is investigating possible techniques for extracting the metal from 
selenium-bearing volcanic rock found in west central Wyoming and seleniferous 
wild plants found in the West. 

The Bureau of Mines also is seeking to develop processes for recovery of 
commercial grade beryl and spodumene from the lithium mines in North Caro- 
lina. If successful it will proceed with construction of a pilot plant and, if pilot 
plant tests are successful, with design data for a commercial operation. 
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The Bureau of Mines is also investigating domestic sources of columbium and 
tantalum, sampling deposits and studying methods to separate and to beneficiate 
the metals. 

The United States Geological Survey, under an agreement with GSA entered 
into during the year, is carrying out explorations for refractory chrome ore in 
Cuba. Development of as much as 800,000 long tons of additional chrome de- 
posits is considered possible by this enterprise. These explorations are being 
undertaken at no cost to the owners of land where deposits may be found. In- 
stead the principal owners are entering into agreements which provide for pay- 
ment of royalties to the Government for any production resulting from the 
exploratory work, but not to exceed the costs of exploration. 

The United States Geological Survey also is engaged in a 5-year program of 
exploration for domestic deposits of columbium and tantalum. 

The National Academy of Sciences, a quasi-official agency established by 
Congress, is making studies on substitutes for selenium and on processes for bene- 
ficiating domestic manganese ores of too low a grade to be usable in the steel 
industry. It is also making analyses of new processes for recovery of strategic 
metals such as nickel and cobalt. The National Academy also monitors various 
metal and mineral research projects. 

Contracts with private business firms under which research and exploration 
activity occurred during the year were as follows: 

E. S. Nossen Laboratories is working toward the development of processes for 
the production of usable materials from low-grade domestic manganese ores 
found in Aroostock County, Maine. It will also provide a pilot plant. 

Mangaslag, Inc., is attempting to test and further develop a process to recover 
manganese from open-hearth slag for use in making steel. It will provide a 
pilot-plant test of the process. 

Southwestern Engineering Co. is currently attempting to test and further 
develop a process for concentrating low-grade manganese ores from Virginia and 
Arkansas. 

Nickel Processing Corp. is engaged in research activities which involve ex- 
tensive laboratory work and pilot-plant operations at the Nicaro plant in Cuba. 
Better recovery from ores and lower costs of operations are the main objectives. 
The extraction of cobalt from nickel oxide, and the forming of metallic nickel 
will produce even greater advantages than those provided by the sintering 
operation which was a product of these research activities. 

Negotiations are still in process with the Freeport Sulphur Co. for the con- 
struction and operation of a pilot plant in Louisiana. The plant would treat 
Cuban laterite ores by the sulfuric acid leach process at the rate of 50 dry tons 
per day for the production of nickel and cobalt. Should this operation prove 
successful, the Nicaro Nickel Co., a subsidiary of the Freeport Sulphur Co., under 
a proposed contract will produce and sell to the Government 150 million pounds 
of nickel over a 5-year period. 

The National Lead Co. has contracted to perform research designed to further 
the commercial utilization of Arkansas deposits of brookite, particularly with 
a view to separating columbium, tantalum, titanium, and vanadium from brookite 
concentrates, Pilot-plant production is involved. 

A contract with the Horizons Titanium Corp., executed in July 1954, provides 
for the construction and operation of a pilot plant to demonstrate the commer- 
cial feasibility of producing titanium by an electrolytic process developed by the 
company. Success of this undertaking will assure added productive capacity 
with the possibility of reduction in costs. 

Basic research on the physical metallurgy of titanium and its alloys is essen- 
tial and is being planned. Application of this metal to manufacturing processes 
has emphasized the need to stabilize specifications for its production and to 
overcome current problems in melting, testing, alloying, and fabricating. The 
need for reduced hardness of titanium sponge became evident as the variety 
of its industrial uses increased, and has increased the amount of care required 
in its production. The initial Brinell hardness of 220 was reduced to 160 for part 
of the production, and to 140 for the remainder. There were 15 separate new 
projects affecting titanium in various stages of discussion and development on 
August 1. 

Discussions were initiated late in the year toward possible future contractual 
arrangements with the National Academy of Sciences, the Batelle Memorial 
Institute, and other organizations for research aimed at developing improved 
processes for the recovery of nickel and cobalt from Cuban laterite ores. 
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OPERATION OF GOVERNMENT-OWNED PLANTS 


GSA currently administers contracts for the operation of plants producing 
three materials: Graphite, nickel, and magnesium. 


Graphite 


The objectives sought under an experimental pilot program at the Benjamin 
Franklin graphite plant, Chester Springs, Pa., appears to be within reach. It 
has been established in laboratory experiments that lubricating graphite is 
obtainable from the flakes and fines formerly produced at this Government- 
owned plant. One of the methods proven in the laboratory has been adapted 
successfully to pilot-plant operations with quantities produced proving 80-per- 
cent reco’ cy with 95-percent purity. As a result of this development, steps 
are being taken to convert from pilot-plant operations to full-scale production 
of lubricating grade graphite. 

Nickel 

During the year the National Lead Co. was awarded a prime contract provid- 
ing for a 75 percent expanded productive capacity of the Government-owned 
nickel plant at Nicaro, Cuba, at an estimated cost of $43 million. Annual capac- 
ity of the plant will be increased from 28 million pounds of nickel oxide to 
49 million pounds. 

Exploration for additional nickel-cobalt ore reserves in the vicinity of the 
Nicaro nickel plant has been completed, indicating a reserve of approximately 
31 million tons of ore are available. Mining rights to these new ore bodies have 
been acquired. 

Another contract awarded during the year provides for the services of the 
firm of Singmaster & Breyer as technical consultants and advisers in the expan- 
sion of the Nicaro facilities. 

Construction of the sinter plant at the Nicaro nickel plant has been completed. 
Shakedown operations were conducted at the end of January. 


Magnesium 


Prior to the period covered by this report, production of magnesium had been 
discontinued at 5 of the 6 plants which had been reactivated subsequent to the 
outbreak of hostilities in Korea. The plant at Velasco, Tex., under lease to Dow 
Chemical Co., remained in production. 

A letter agreement of January 11, 1951, with the Dow Chemical Co. was ex- 
tended during the year to provide for the production and purchase by the Gov- 
ernment of 22,350,000 pounds of magnesirm ingot in addition to the 180 million 
pounds to be purchased under the original agreement. 

The status of the other five plants is as follows: 

The AEC is operating a part of the Nelco Metals Co. plant at Canaan, Conn., 
for the production of high-grade magnesium. 

A portion of the Permanente Metals Co. magnesium plant.at Manteca, Calif., 
is being used to test processes for the production of titanium. 

The plant facilities at the Electro Metallurgical Co. property at Spokane, 
Wash., are leased under the provisions of the national security clause to Pacific 
Northwest Alloys, Inc., for production of ferroalloys. 

Layaway activities at the Diamond Magnesium Co. plant, Painesville, Ohio, 
were resumed after a postponement requested by ODM pending a review of 
stockpile requirements for magnesium. 

The Amco Co. plant at Wingdale, N. Y., is in layaway status but is capable 
of being put into production on relatively short notice. 


PURCHASES AND COMMITMENTS To PURCHASE 


During the period covered, GSA operated depots for the purchase of domes- 
tically produced manganese ore, beryl, chrome, columbite-tantalite, and chryso- 
tile asbestos. It administered a program for the purchase of domestically pro- 
duced tungsten concentrates, and a program for purchase of manganese ore in 
carload lots from small domestic producers throughout the country. It made 
purchases of foreign tungsten and mica, and acted as one of several agents of 
the Government in the procurement of foreign columbite-tantalite. It entered 
into contracts to purchase a variety of minerals from private firms, both for- 
eign and domestic. It also performed certain administrative activities under 
the Government’s machine-tool-pool program. 
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OPEN-MARKET PURCHASE PROGRAMS 


GSA continued to administer the domestic purchase programs for chrysotile 
asbestos, beryl, chromite, columbite-tantalite, manganese, mica, and tungsten. 
The table below gives cumulative purchases under these programs: 


Cumulative purchases 
through— 
Material Unit of measure 





June 30, | June 30, 
1953 1954 


: 
| 
| 











Ashestos, erude Nos. 1 and 2. Pier aed bel Short tons : ah ace 60 | 451 

Bery] ore_. - ceca nice ‘ ..| Short dry tons... 30 | 269 

Chrome ore and concentrates é : Long dry tons j 28, 120 60, 479 

Columbium-tantalum. . .. wa ; : Pounds contained combined | 1, 221, 442 4, 704, 554 

pentoxide, 

Manganese: 
Butte-Philipsburg, Mont.._........... Long dry ton units..._......| 260, 991 | 774, 279 
Deming, N. Mex... ee ASP OA Se See . 580, 618 1, 443, 784 
Wenden, Ariz ss : poninamrs ..--| 780,196 | 4, 284, 603 
Carload program _.___ ais ; “SE eset 123, 940 1, 357, 859 

Mica, hand-cobbed or equivalent... ._ .- ; Big 1, 650 | 3, 606 


Tungsten trioxide. ; oe 4 | 969,312} 1,091,191 








Mica.—Toward the end of the report year, GSA took action to increase the flow 
of domestic mica into its purchase depots. The program was revised to extend 
for 1 year the period during which persons may notify the Government of their 
desire to participate in the program; to permit acceptance of block and film 
mica containing 18 percent or less good stained and better quality, instead of 
not less than 20 percent as previously required; and to provide for the accept- 
ance of hand-cobbed mica yielding 40.5 pounds of stained or better quality block 
or film mica per short ton, instead of a yield of 4.5 percent block or film mica, 
grade 6 or larger and heavy stained or better quality, of which at least 18 
percent had to be good stained or better quality and at least 27 percent stained 
or better quality, as previously required. 

Prior to the report year the program had been broadened to provide for pur- 
chases of nonruby as well as ruby mica at the GSA purchase depots in Franklin, 
N. H.; Spruce Pine, N. C.; and Custer, S. Dak. 

Manganese.—The manganese regulation, governing open-market purchases of 
manganese oxide ore at GSA purchase depots in Butte and Philipsburg, Mont., 
was revised during the year to permit shippers of manganese oxide ore in lots 
aggregating less than 200 tons in any 30-day period to receive settlement on the 
same basis as shippers of lots aggregating 200 tons or more; to make rejection 
of subspecification material permissive rather than mandatory; and to authorize 
the purchase of manganese oxide ores and concentrates with a minimum of 
15 percent contained manganese as compared with the previous minimum of 
18 percent. 

Similarly, regulations governing purchases of manganese ore at the GSA pur- 
chase depots in Deming, N. Mex., and Wenden, Ariz., were revised with respect 
to shippers of lots aggregating less than 200 tons in 30 days and with respect to 
optional rejections of subspecification ores. 

Mercury.—GSA took action to encourage expansion in the production of mer- 
eury, the supply of which became critical during the report year. A 3-year open- 
market purchase program was established with publication of the mercury regu- 
lation on July 14, 1954 (19 F. R. 4318). 

Each of the 10 GSA regional offices will purchase prime virgin mercury mined 
in the continental United States (including the Territory of Alaska) if it has a 
mercury content of not less than 99.9 percent until a total of 125,000 flasks of 
76 pounds each has been purchased, or until December 31, 1957. 

A counterpart regulation, published simultaneously, established a similar pro- 
gram for mercury mined in Mexico to be concluded with the purchase of 75,000 
flasks, or on December 31, 1957. Additional purchases of mercury may also be 
made through individual contracts with foreign producers, particularly those 
in Canada. 

The price to be paid is $225 per flask, f. 0. b. delivery point, for domestic 
mercury and $225 per flask, less the import duty, f. o. b. delivery point, for 
foreign mercury. 
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MINERALS EXPANSION CONTRACTS 


In addition to open-market purchases, GSA undertakes contracting with pri- 
vate industry for minerals and other materials to meet ODM-established expan- 
sion goals. Major activities in these areas are summarized below: 

Copper.—Four major new contracts were awarded during the year: 

The Howe Sound Co. is to produce at its Holden mine in Chelan, Wash., copper 
concentrates at a rate enabling it to deliver to the Government more than 9 mil- 
lion pounds of refined copper by the end of calendar year 1954 and almost 
10 million pounds during calendar year 1955. This contract terminates upon 
the production of 18.7 million pounds, or on December 31, 1955, whichever first 
occurs. 

The Riviera Mines Co. entered into a contract replacing one with Sam Knight 
Mining Lease, Inc., for production from the same mine. This contract provides 
subsidies to maintain production of copper ore in Gila County, Ariz. Certain 
mining and milling facilities are to be rehabilitated to produce concentrates at 
not less than 10 tons per day so as to permit delivery of 1,500 tons by the end 
of calendar year 1955. 

The Vermont Copper Co. contracted to produce a total of 6,000 short tons of 
copper cathodes in 1954 and 1955. The copper will come from high-cost mines 
located in Vermont which would otherwise have to close. 

The Copper Range Co. contracted to deliver to the Government almost 4,000 
tons of refined copper. This contract permits maintenance of production by 
high-cost mines located in Michigan. 

One copper expansion project with Anaconda Copper Mining Co. for produc- 
tion in Nevada was completed during the year and the facilities placed in full 
production. 

A contract with the Bagdad Copper Co. in Arizona was canceled because the 
company had been unable to arrange satisfactory financing. 

Columbium-tantalum.—Six contracts were executed for the purchase of colum- 
bite-tantalite ores originating in Africa for a total of approximately 1 million 
pounds of combined oxides of these two metals. 

In February 1954, GSA changed its policy so as to provide that any columbium 
and tantalum ores and concentrates resold to industry would be at the prices 
paid by the Government, including the bonus paid to stimulate production, but 
no stockpile grade tantalum or grade 1 columbium would be made available to 
users. 

Negotiations are underway which should lead to the development of the largest 
known columbium-tantalum deposit in the United States. It is located in Idaho. 
Successful development of this project will produce more than 1 million pounds 
of combined pentoxide during a 5-year period. 

Manganese.—Construction work was begun on facilities essential to the 
delivery of rich manganese ore from the Amapa Territory of Brazil. The In- 
dustria e Comercio de Minerios 8. A. (Ieomi), contractor with the United States 
Government and holder of the mining concession from the Brazilian Govern- 
ment, signed a contract in February 1954 with Foley Bros., Inc., construction 
engineers, to build a 185-mile railroad from the Amazon River to the mines 
and to build port facilities near the town of Macapa on the Amazon River. 

Extended negotiations between Icomi and the Brazilian Government delayed 
the 3-year project 1 year. Deliveries initially scheduled to begin in 1956, there- 
fore, will not begin until early in 1957. Quantities to be delivered will be limited 
to 500,000 long tons of ore annually as a result of the proving to date of only 10 
million tons of high-grade ore in the reserves estimated to be as high as 25 
million tons. 

One manganese expansion project was fully completed during the year: the 
Electro Manganese Corp. project in Tennessee. 

One contract with Westmoreland Manganese Corp. in Arkansas, was canceled 
because of default in completing the construction of facilities and entering into 
production. The Government is taking possession of the property under terms 
of the contract. 

Nickel.—Negotiations are in progress with Bethlehem Steel Co. for a commer- 
cial plant for extracting nickel, cobalt, iron, and chromium from the company’s 
laterite ore holdings in Cuba, using a company-developed process, . 

Two nickel expansion projects were completed during the year: The Falcon- 
bridge Nickel Mines, Ltd., project, and the East Rim Nickel Mines, Ltd., project, 
both in Canada. Copper and cobalt will also come from these operations. 
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During the year a contract with the East Rim Nickel Mines, Ltd., relative to 
milling of its ore by Falconbridge Nickel, was terminated upon completion by 
East Rim Nickel of its own concentrating plant. 

Selenium.—Industrial needs for selenium and the Government’s stockpile 
objective combine to make this one of the most critical materials in the overall 
program. 

During the year a program was initiated to recover the selenium contained 
in rectifiers discarded from various types of electronics equipment. Negotiations 
also were undertaken during the year to purchase 40,000 pounds of commercial 
selenium produced from accumulations of flue dust at lead smelters. Near 
future prospects for increased recovery of any substantial quantities of selenium 
from copper ores appear to be doubtful. 

Titanium.—In terms of the value of facilities authorized but not yet placed 
under contract, the titanium program is the largest incomplete expansion program 
handled by GSA. 

GSA contracted for the purchase of 300 tons of titanium metal from the 
Titanium Metals Corp. of America and 625 tons from Du Pont from regular pro- 
duction by these firms. 

Commitments made by GSA during the year for further expansion in the pro- 
ductive capacity for titanium will more than double the output forecast at the 
beginning of the report year. As of August 1, 1954, plans were in effect to 
increase production to approximately 30,000 short tons of titanium sponge 
annually, as compared to approximately 13,000 short tons 12 months earlier. 

Contracts for additional capacity were awarded during the year as follows: 

To Dow Chemical Co., providing for an expansion of facilities that may produce 
as much as & total of 1,800 tons a year under a July 1954 contract. 

To Titanium Metals Corp. of America to deliver to the Government not to 
exceed 3,606 tons of titanium metal sponge annually. 

To E. I. du Pont de Nemours Co. for facilities that will produce 2,700 tons 
a year. 

Design and engineering studies are being undertaken by Du Pont under 
another contract with GSA for the construction of facilities that will produce 
about 7,200 short tons of titanium sponge annually. 


MACHINE TOOL POOL PROGRAM 


In order to expand from $300 million to $1 billion a year the national produc- 
tion of machine tools, a program designed to guarantee a market to machine- 
tool builders was initiated by the National Production Authority and executed 
by General Services Administration. Under this program contracts were entered 
into with machine-tool producers guaranteeing purchase by the Government of 
the completed tools if no other market existed. Orders for new tools received 
by the builders from users of machine tools were applied against GSA’s purchase 
commitment. In the event the tools are not sold at the time of their completion, 
GSA is committed to buy them at a price which excludes the contractor’s profit 
and selling expense. 

Through June 80, 1954, a total of 114 pool order contracts had been negotiated 
covering 92,906 tvols with a gross value of $1,253 millicn. As of June 30, 1954, 
four pool order contracts remained in force, covering 88 tools valued at $6.1 
million, as vet undelivered. A total of 831 machine tools valued at $10.9 million 
were purchased by GSA under this program and placed in storage. Of this 
number, 115 tools costing $1.4 million have since been sold, and 5 tools costing 
$56,345 have been transferred to the facilities expansion program. A total of 
711 tools valued at $9.4 million remained the property of the Government at June 
30, 1954, but are available for sale for the Government by the producer at the 
producer’s current net market price. 


MAcHINE Toot FActLiriks EXPANSION PROGRAM 


In order to assist producers of machine tools to expand their facilities to meet 
the demand for new tools ordered under the pool order program, machine tools 
were purchased and installed by the Government in the plants of machine tool 
builders or their subcontractors, under lease agreements. 

Under this program a total of 120 lease agreements have been entered into 
covering 3,219 tools involving approximately $38.8 million in acquisition cost, 
transportation, installation and subsequent removal expense on termination of 
contracts. As of June 30, 1954, a total of 2,257 machines involving $31.2 million 
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had been delivered, leaving a balance of 989 at a cost of $7.5 million to be 
acquired after adjusting for certain terminations which have been effected. 

By reason of completion of the work for which equipment was originally pro- 
vided, 77 tools valued at $1.4 million have been withdrawn from lease and placed 
in storage. While contracts under both the machine tool pool and facilities 
expansion programs require manufacturers and lessees to provide storage space 
on a reimbursable basis for idle tools, not all have been able to locate suitable 
space. As a result, GSA has established two warehouses to properly store and 
maintain those tools delivered to the Government under the two programs. It is 
planned that these tools will be retained as a permanent reserve for future 
emergencies. 

In addition to providing equipment for producers of machine tools generally, 
facilities are also furnished to producers of extremely large tools, commonly 
ealled “elephant” tools. Under this program arrangements are made to assure 
the existence of the expanded capacity for a period of at least 10 years. As of 
June 30, 1954, three contracts had been entered into providing for the installa- 
tion and leasing of 308 elephant machine tools at a cost of $5 million. A total of 
187 machines at a cost of $3.8 million have been acquired and installed, leaving 
a balance of 121 machines to be delivered. 


PROCUREMENT NEGOTIATED FOR THE BENEFIT OF SURPLUS LABOR AREAS 


As a result of a request dated August 19, 1953, from the Director, Office of 
Defense Mobilization, GSA suspended its program for the negotiation and pref- 
erential award of contracts to matching low bidders in surplus labor areas under 
the provisions of Defense Manpower Policy No. 4. Upon issuance of a revision 
of that policy on November 5, 1953, it was determined that the current size and 
scope of GSA procurement did not warrant utilizing those provisions of the re- 
vised policy which authorized negotiation of contracts and use of “set-asides” to 
place contracts within surplus labor areas. The remaining provisions of the 
policy applicable to GSA have been implemented, particular emphasis being 
given to providing firms in surplus labor areas ample opportunity to bid on all 
proposals and, in the event of tie bids, giving preference to bidders located in 
such areas. 


DEFENSE DEPARTMENT 


ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LOGISTICS, 
; Washington 25, D. C., September 16, 1954. 
CHAIRMAN, JOINT COMMITTEE ON DEFENSE PRODUCTION, 
Senate Office Building, Washington, D. C. 
(Attention: Mr. Harold J. Warren, clerk.) 


Dear Mr. CHAIRMAN: As requested in your letter of August 14, 1954, addressed 
to Hon, Charles E, Wilson, there is enclosed herewith a summary of activities 
performed by the Department of Defense under the Defense Production Act of 
1950, as amended, during the period September 1, 1953, through August 31, 1954. 

Sincerely yours, 
T. P. PrKe. 


The Department of Defense conducted the following list of programs and sup- 
porting activities under the authority of the Defense Production Act of 1950, as 
amended, during the year beginning with September 1, 1953, and extending 
through August 31, 1954: 

Priorities and allocations. 

Expansion of productive capacity and supply. 

(a) Certificates of necessity. 

(b) Guaranteed loans. 

(c) Direct Government loans. 

(d) Utilization and improvement of existing production capacity. 

Small business. 

Industry advisory committees. 

Industry integration committees. 

Certification of critical defense housing areas. 
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PRIORITIES AND ALLOCATIONS 


Authority.—Title I of the Defense Production Act of 1950, as amended, and 
delegation 1, issued by the Business and Defense Services Administration under 
Executive Orders 10161 and 10200 (superseded by Executive Order 10480) provide 
the authority for Department of Defense participation in the priorities and 
allocations program, in conformance with Business and Defense Services Admin- 
istration orders and regulations. The Secretary of Defense, under the revised 
Defense Department Directive 4405.6, August 20, 1954, has delegated priorities 
and allocations authority to the Assistant Secretary of Defense (Supply and 
Loxzistics) and operational authority has been redelegated to the departments 
and associated agencies. 

Summary of activities —The Office of the Assistant Secretary of Defense (Sup- 
ply and Logistics) represents the Defense Department in negotiation with the 
civilian control agencies (ODM and BDSA) and cooperates with those agencies 
in the preparation and implementation of policies and procedures covering re- 
quirements, production, and distribution matters, including priorities and alloca- 
tions programs, 

Activities of the Supply and Logistics staff as claimant agency for the Depart- 
ment of Defense and associated agencies have continued on the same programs 
as have been previously in operation and for which continuing need is felt. 
These activities include: (1) Issuing requirements calls; (2) reviewing and 
consolidating the requirements for submission to ODM; (3) supporting the 
requirements before committees of ODM when required; (4) receiving and dis- 
tributing materials allocations; (5) preparing appeals for additional materials; 
(6) arranging for transfers, adjustments, and returns of materials. 

Priorities and allocations functions performed by the Supply and Logistics staff 
include: (1) Redelegation of authority to the military departments and associ- 
ated agencies; (2) issuing policies and procedures to govern the use of this 
authority, and simplifying them as opportunity arises; (3) designating relative 
military urgencies for guidance; (4) resolving conflicts within DOD; (5) main- 
taining controlled materials accounting controls: and (6) participate with ODM 
and BDSA in developing standby priorities and allocations systems for mobiliza- 
tion readiness. 

The military departments continued to perform various activities in support 
of the program, under the authority of the Defense Production Act, including: 
(1) Assigning DO preference ratings to military contracts or orders; (2) author- 
izing production schedules and making allotments of controlled materials; (3) 
adiministering special distribution controls ; (4) obtaining priorities assistance for 
individual DOD contractors who are experiencing difficulty ; (5) auditing DOD 
military establishments and selected contractors for compliance with instructions 
and regulations; (6) utilizing emergency procedures to recover production lost 
as a result of work stoppages; and (7) collaborating in simplification of 
procedures. 

Program effectiveness —The priorities and allocations program has continued 
to be generally effective in establishing and maintaining preferential treatment 
and adequate allocations for military orders. The generally easing materials 
situation has created fewer problem areas than had been the case in past years. 
(1) Production reserves (set-asides) were maintained for the acceptance of 
defense-controlled materials orders. (2) The DOD Priorities and Allocations 
Manual was revised and maintained currently to provide uniform guidance to 
all agencies of the Defense Department in the discharge of DOD responsibilities. 
(3) Further simplification of the defense-materials system was accomplished and 
maintained in mobilization readiness status as a standby program for emergency 
purposes. (4) Priorities support to cover materials for MRO and for instal- 
lation of production equipment was continued, but only for defense contractors. 
(5) Titanium schedules are reviewed by DOD prior to issuance of delivery 
directives by BDSA to assure preference to defense orders. (6) An alphabetical 
and numerical preference list was maintained to assist industry and Government 
in scheduling orders for machine tools for military needs. (7) The DOD master 
urgency list of the most important items and projects was revised to provide 
continuing guidance. Progress is being made in developing a DOD mobilization 
military urgencies system as a standby program designed to meet future emer- 
gencies. (8) Work with civilian agencies to simplify priorities and allocations 
procedures and to adapt them for use under full mobilization was continued. 

During the year ending August 31, 1954, 1,751 cases were processed requesting 
special assistance to obtain materials, components, end items, and production 
equipment to fulfill military contracts as compared to 7,383 in the preceding year. 
While there has been a drop of over 75 percent in the number of assistance cases, 
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the assistance that has been given in the past year has been of great benefit to 
specific programs ef high urgency in many cases. 

Current need.—A simplified program adequate to secure acceptance and prefer- 
ence for defense orders of United States and friendly foreign countries and 
adaptable for use in early stages of full mobilization should be maintained. 

Future objectives and major problems.—The future objective is to continue 
the development with ODM of a simpler system, consistent with national policy, 
which will insure industrial support of military programs in the event of full 
mobilization. The major problem is in the area of interagency collaboration to 
meet this objective. 


EXPANSION OF PropucTIVE CAPACITY AND SUPPLY 


(A) CERTIFICATES OF NECESSITY 


Authority—The Department of Defense participates in the tax-amortization 
program by reviewing and commenting on applications for certificates of neces- 
sity to expand needed industrial capacity. The authority for this activity is 
contained in Executive Order 10480 and section 124A of the Internal Revenue 
Code and title III of the Defense Production Act, as amended. 

Summary of activities —The numbers of applications for certificates of neces- 
Sity processed within the Defense Department were: Army, 106; Navy, 102; Air 
Force, 106; and by OASD (Supply and Logistics), 27. 

Program effectiveness.—A very considerable drop in the number of tax-amorti- 
zation-certificate applications processed occurred in the past year, inasmuch as 
the most urgent production problems had been met. However, the granting of 
certificates of necessity for tax amortization continued to be a valuable method 
of obtaining industrial support of military requirements, particularly in specific 
areas where additional support was most needed. 


(B) GUARANTEED LOANS 


Authority—Department of Defense participates in the guaranteed-loans pro- 
gram under title III, section 301, of the Defense Production Act of 1950, as 
amended, and authority delegated to the military departments by Executive Order 
10161 (superseded by Executive Order 10480). 


Summary of activities * 











Amount of loans 
| Number ‘pleted 
| 1. Amount of 

) } 
Total } guaranty 





Applications pending as of Aug. 31, 1953 eit 9 $4, 395, es $3, 958, 536 
Applications received, Sept. 1, 1953, through July 31, 19541... 89 | 156, 419, 508 | 128, 199, 670 


- 160, 815, 194 | 139, 158, 206 


- 
thee IBF i 
Applications approved. pe ANE ees AE SR ¢ 133, 004, 600 | 109, 298, 920 
Applications denied (disapproved, ineligible) -- , 4. O80, 594 } 3, 650, 786 
Pending as of July 31, 1954! 23, 640, 000 | 19, 208, 500 
} 
an 


98 | 160,815,194 | 132, 158, 206 





1 Data are not tag available for the month of August 1954. However, data for August will be provided on 
or before Sept. 30, 1954. 


Number 
Size of loans: authorized 


$25,001 to $50,000 3 
$50,001 to $100,000 11 
$100,601 to $300,000 , 18 
$300,001 to $500,000. 
$500,001 to $1,000,000 
$1,000,001 to $2,500,000 
$2,500,001 to $5,000,000 
SOO GR Sie iii eit nti ee eel 
$10,000,001 to $15,000,000. pane vs acdtis 

$15,000,001 to $50,000,000 


Total 
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Program effectiveness and current need.—Despite the continued drop in the 
number of loans applied for and approved, the guaranteed loans program has 
continued to provide required working capital for the performance of defense 
contracts and serves a vital need in this respect. 


(C) DIRECT GOVERNMENT LOANS 


Authority—Applications for direct Government loans are commented upon by 
the Defense Department, upon request of ODM or the delegate agencies, as pro- 
vided for in title III, section 302 of the Defense Production Act of 1950, as amend- 
ed, and Executive Order 10480. 

Summary of activities —The number and value of applications for direct Gov- 
ernment loans reviewed and processed within the Defense Department were: 
Army, 3 for $1,852,000; Navy, 6 for $6,640,000; and by OASD (Supply and 
Logistics), 3 for $3,026,839. 

Program effectiveness.—The direct loans have continued to prove most use- 
ful as a means, in addition to rapid tax amortization, of obtaining additional 
industrial capacity in particular areas from firms who otherwise would not be 
able to perform production services considered essential to the military programs. 


(D) UTILIZATION AND IMPROVEMENT OF EXISTING PRODUCTION CAPACITY 


Authority—Department of Defense activities related to title III of the De- 
fense Production Act of 1950, as amended, also included development and use 
of methods and procedures to utilize and improve existing production capacity. 

Summary of activitics-—Master numerical and alphabetical preference lists 
of Department of Defense contractors have been furnished to the Business and 
Defense Services Administration for each quarter during the year. These lists 
provide a basic mechanism for control of the distribution of new machine-tool 
deliveries. They are provided to about 375 machine-tool builders for use in de- 
livery scheduling. The Defense Department continued its participation with 
the Business and Defense Services Administration to obtain production equip- 
ment by directive and diversion action in order to expedite production of high 
urgency military production and construction programs. Lists of high-urgency 
items and projects were provided, and revised regularly, for use in directing 
priority actions. 

The production equipment redistribution group of the Department of Defense 
lists all of the machine tools owned by the military services which are idle, and 
so available for redistribution. During the period from September 1, 1953, 
through August 31, 1954, 4,095 machine tools were supplied to defense producers 
and to defense supporting industries through the work of this group. 

Studies have been made by the Army, Navy, and Air Force to determine the 
tools and equipment needed for the most important industrial projects required 
in order to develop a balanced mobilization production base. The items 
needed have been assigned priorities, so that the most important facilities will 
be obtained with funds provided under the reserve tool and facilities program, 
for which $100 million was appropriated for fiscal year 1955. 

Utilization and improvement of existing production capacity also embraces the 
conservation program of the Defense Department. This program involves the 
substitution of less critical materials and standardization of types and design 
in order to promote greater utility of available materials and productive re- 
sources. Materials considered as deserving of the highest priority of conserva- 
tion attention are copper, nickel, cobalt, chromium, columbium, tungsten, molyb- 
denum, tantalum, selenium, abaca, amosite asbestos, and waterfowl feathers 
and down. Important materials conservation policies were promulgated by the 
Department during the course of the year: a list of materials to be conserved 
was issued for guidance in obtaining the long-range objective of the program; 
policy was announced for the use of alternate critical materials to be given pref- 
erence in use Over more scarce materials in the production, procurement, con- 
struction and maintenance of military equipment; also, semiannual reports of 
the activities of the military departments in conserving materials on the con- 
servation list are now required to determine progress on the program. 

Program effectiveness.—The activities carried on under this program have 
been of great help in directing production equipment to the uses where needed, 
expediting and assisting production. Planning for the improvement of the 
mobilization base, and for obtaining the facilities still required to obtain proper 
balance is progressing also. In the field of conservation, the second annual 
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report of military conservation activities revealed savings by the Defense De- 
partment in the course of the year of about 5.5 million pounds of copper, 2.5 
million pounds of nickel, 6.2 million pounds of lead, 513 million pounds of 
aluminum, and about 541,000 pounds of such critical materials as cobalt, chro- 
mium, columbium, and tungsten. 


SMALL-BuSINESS ACTIVITIES 


Authority.—The Department of Defense has carried on, in cooperation with 
the Small Business Administration, a continuous program to assist small bus- 
iness, having as its object the placement with small business concerns of a fair 
proportion of the total purchases of supplies and services for the Department 
of Defense. This program is conducted under the authority of the Armed Services 
Procurement Act of 1947, the Small Business Act of 1953, and the Appropriation 
Act of 1955, in addition to the Defense Production Act of 1950, as amended. 

Summary of activities —The principal activities and programs which have been 
employed to attain objective of this program include the following: (a) The 
small business specialist program under which well-qualified men in various 
offices connected with procurement perform numerous services, directly assist- 
ing small-business men in solving their individual problems of selling to the 
Department of Defense; (0) the joint determination program under which the 
Defense Department contracting officers, in cooperation with representatives 
of the Small Business Administration, screen proposed procurements and jointly 
determine those which meet the criteria of section 214 of the Small Business 
Act of 1953 for award to small-business firms; and (c) the program for dissem- 
ination of procurement information, under which synopses of proposed unclassi- 
fied procurement actions in excess of $10,000, and of contract awards in excess 
of $25,000 are published daily in the Department of Commerce publication, 
Synopsis of United States Government Proposed Procurement and Contract 
Awards, to give nationwide publicity to proposed military procurement and 
awards. There is a continuing need for these programs as a means of insuring 
that small concerns will at all times have a full opportunity to compete for 
military procurement. 

Small-business participation and program effectiveness.—The extent of par- 
ticipation by small concerns as prime contractors in military procurement dur- 
ing fiscal year 1954, is summarized in the following table: 


Fiscal year 1954 
{Millions of dollars] 


Total Army Navy! Air Force 





Total procurement from business... $11, 702 2 $1,946 $4, 062 $5, 604 
Potential for small business $4, 063 $2, 235 $1, 095 $733 
Percent of total 3 . 34.7 2114.8 | 27.0 2.9 
Awarded to small business : $2, 902 $1, 488 $857 $557 
Percent of total ns 24.8 | 76. 5 | 21.1 98 
Percent of potential __ ee 3 ee 45 66. 6 | 78. 2 75.9 


1 Includes Armed Services Petroleum Purchasing Agency purchases. 
2 Procurement shown here is net awards; because of cancellations of contracts with other than small 
business, the potential new contracts excecded net total contracts. 


Future objectives.—By means of close cooperation with the SBA, earlier publi- 
cation of proposed procurements, and further refinement of procurement provi- 
sions to assure small firms at all times a fair competitive opportunity, it will be 
possible to give additional assistance to small concerns in obtaining a fair share 
of the total military procurement. The accomplishment of these objectives will, 
it is believed, result also in strengthening the defense-production base and the 
development of additional reliable sources in areas where such sources are 
needed. 

INpustRY ADVISORY COMMITTEES 


Authority—aA number of industry advisory committees were established pur- 
suant to specific statutory authority. Department of Defense procedures govern- 
ing the operation of industry advisory committees comply with the principles 
promulgated by the Attorney General, which apply to the operation of all 
Government industry advisory committees. 
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Summary of activities —Nine industry advisory committees, supported by 21 
subcommittees, are presently operating under the sponsorship of the Office of 
the Secretary of Defense. A total of 321 industry representatives are serving 
on these committees. The nine include committees on: Aircraft, electronics, 
internal-combustion engines, packaging, power cranes and shovels, refrigeration 
and air-conditioning, national industria! reserve review, disposal of surplus 
personal property, and procurement and production. The last two-named com- 
mittees were established in May 1954 to meet Defense Department needs which 
had arisen. During the year three of these advisory committees completed their 
work and were dissolved. These were committees on extra-long-staple cotton, 
fibers, and silk and cartridge cloth. The Committee on National Industrial 
teserve Review is under the sponsorship of the Assistant Secretary of Defense 
(Properties and Installations) ; the remaining eight industry advisory committees 
are under the sponsorship of the Assistant Secretary of Defense (Supply and 
Logistics). 

In addition to the OSD-sponsored committees, the military departments are 
using the services of 89 industry advisory committees not specifically set up under 
authority of the Defense Production Act of 1950. These committees work in 
the ammunition, weapons, vehicle, ships, food, and clothing and equipage 
programs. 

In order to obtain the best possible use of the services of the industry advisory 
committees, and to take account of changes in organization and methods made 
within the Defense Department, revised instructions were issued to the agencies 
in the Office of the Secretary of Defense covering industry advisory committees, 
in July 1954. This instruction prescribes the policies, rules, and procedures for 
the establishment, operation, and when their mission has been completed, 
dissolution of industry advisory committees by agencies within the Office of the 
Secretary of Defense. 

To govern Defense Department working groups making component studies 
participated in by industry advisory groups set up by other Government agen- 
cies, chiefly the Business and Defense Services Administration, Department of 
Commerce, there was issued Department Directives 4225.1 and 4225.2 (December 
1953 and May 1954, respectively). These directives established the basis for 
Defense Department participation in these industry task groups and set up the 
policy and procedures to be followed. To further improve the usefulness of the 
industry advisory committees utilized by the Defense Department, all of the 
charters presently governing the activities of the nine existing committees are 
in process of review to determine necessary revisions that must be made. At 
present, the Defense Department is represented at the meetings of 30 industry 
task groups sponsored by the Business and Defense Service Administration. 

Industry task groups, comprised of industry representatives and chaired by 
the Business and Defense Services Administration, are being used extensively to 
obtain advice on, and to participate in studies of production and supply matters 
concerning a Class of components such as valves, optics, gears, and others. The 
task groups make studies of civilian demand and production capacity pertaining 
to particular components. The results of the studies are reviewed by the Office 
of Defense Mobilization Interagency Committee on Components on which the 
Defense Department is represented. Following this review, the Industrial Review 
Board established by ODM reviews and acts on the recommendations for use of 
the borrowing authority under the Defense Production Act. 

Program cffectiveness and current need.—Continued aud, in a number of 
programs, growing use has been made by the military departments of industry 
advisory committees. For research and development activities, particuiarly, 
the use of these committees has been found of great benefit for exploring various 
possibilities for application. Also, in the field of production and procurement 
considerable use has been made, on an advisory basis, of industry representatives. 
Defense Department membership on advisory groups operating under the Busi- 
ness and Defense Services Administration has likewise proved of great value, 
particularly in the studies relating to major components, which have been under 
way during the past year. 


INDUSTRY INTEGRATION COMMITTEES 


Authority and summary of activities—Pursuant to the voluntary agreements 
provisions contained in section 708, title VII, of the Defense Production Act, as 
amended, the military departments have obtained, through ODM, the Attorney 
General’s approval of plans and regulations for a total of 27 industry integration 
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committees. These committees are presently operating in the fields of electronics, 
ammunition, tank-automotive, artillery and small arms, aircraft, fire control, 
and tankers. Two more committees are now in process of being established, one 
in pyrotechnics, and one in fin-stabilized ammunition. On many items the Army 
acts as procuring agency for the Navy and Air Force, consequently these depart- 
ments participate on some committees through liaison representatives. 

Program effectiveness and current need.—The use of industry integration com- 
mittees during the past year has grown to be of great benefit to the production 
and procurement programs of the Army, Navy, and Air Force. The committees 
have been helpful in major program areas in providing the means for coopera- 
tion to maximize production efficiency through the best use of the available pro- 
duction facilities, and consequent expediting of production. 


CERTIFICATION OF CRITICAL DEFENSE HOUSING AREAS 


Authority.—The authority for the Secretary of Defense and the Director of 
Defense Mobilization to certify jointly critical defense housing areas for com- 
prehensive Federal rent controls was first established in title II, section 203 of 
Public Law 96 (82d Cong., Ist sess.), which amended and extended the Defense 
Production Act of 1950 and the Housing and Rent Act of 1947, as amended. This 
authority was continued to April 30, 1953, by Public Law 429 (82d Cong., 2d sess.) 
and was again extended 1 year by Public Law 23 (83d Cong.). 

Summary of activities.—Full Federal rent controls applied to only 4 military 
areas as of September 1, 1953, while partial controls were in effect in 4 other 
areas. All Federal administered rent controls in these eight areas were discon- 
tinued by the end of 1953 bringing to a close the Federal rent stabilization pro- 
gram in all areas containing military installations. These controls proved de- 
sirable and effective while in existence, and served their purpose well. 


DEFENSE TRANSPORT ADMINISTRATION 


DEFENSE TRANSPORT ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, September 15, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Dear SENATOR CAPEHART: In compliance with the request from your office, 
dated August 14, 1954, I am forwarding herewith a brief summary of operations 
of the Defense Transport Administration under the Defense Production Act of 
1950, as amended, covering the period October 1, 1953, to October 1, 1954. 

This material is submitted for inclusion in the third annual report to Congress 
by the Joint Committee on Defense Production. 

Very truly yours, 
OWEN CLARKE, Administrator. 


I. AUTHORITY FOR THE ConpucT oF DTA PROGRAMS 


The authority under which the Defense Transport Administration conducts 
the programs described under item II is as follows: 
Defense Production Act of 1950, as amended (64 Stat. 798; 65 Stat. 131; 
66 Stat. 296; Public Law 95, 88d Cong., 67 Stat. 129) 
Executive Order 10219 (16 F. R. 1983; 19 F. R. 3807) 
Executive Order 10480 (18 F. R. 4989; 19 F. R. 3807) 
Defense Mobilization Order I-7 (18 F. R. 5866, 6737) 
Defense Mobilization Order VI-2 (18 F. R. 8133) 
Organization Order DTA 1, as amended (15 F. R. 6728; 19 F. R. 4160) 


II. Summary oF Eacu DEFENSE TRANSPORT ADMINISTRATION PROGRAM, INCLUDING 
COOPERATIVE OPERATIONS WITH OTHER AGENCIES 


During the period covered by this report the activities of the Defense Transport 
Administration were primarily concerned with (A) tax amortization program, 
(B) defense loan program, and (C) mobilization planning and readiness 
programs. 
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The programs conducted by DTA in the first-mentioned areas cover the proc- 
essing of applications for certificates of necessity under subsection (e) of section 
124A of the Internal Revenue Code (IRC) with respect to facilities under this 
jurisdiction, and the processing of applications for defense loans under sections 
302 and 303 of the Defense Production Act of 1950. 


(A) TAX AMORTIZATION PROGRAM 


The following table summarizes the tax amortization program for the period 
September 1, 1953, through August 31, 1954: 








Number | Amount 





Applications pending (Sept. 1, 1953) slobiieu es a ts | $43, 754, 258 
Applications received... ‘ sw | Rg Se 496 669, 148, 639 


Applications processed: 
Recommended for allowance ! _ 508 | 2 584, 889, 305 
Recommended for denial. ...._--.- PALL Sie ee Set meseby 47 | 59, 454, 516 
Transferred or withdrawn -_..........- Be EY ee <a 2 10 | 23, 160, 702 


Tote al processed. SE EET teil 565 | 667, 504, 523 
ests 36 | 45, 398, 374 

Certi ificates $s issue d 4 i ‘ . 525 640, 723, 825 
Applications denied (including partials) estaba aes SOE 103 30, 834, 314 
Certificates canceled after issuance. geeks esas 4aemdde i Fk Sil 78 45, 224, 028 


172 of the 508 applications jected for allowance also contained some facilities for which denial 
was recommended. 

? Excluding cases in the amount of $58,468,388, which were returned after processing, and reprocessed at 
the request of ODM. 


Requests for reconsideration of tax-amortization denials: 
Applications pending (Sept. 1, 1953) 10 
Requests received during period 37 
Processed to ODM, allowance 28 
Processed to ODM, denial 9 
Processed to ODM, partial allowance, partial denial 8 
Total processed 
Total pending (Aug. 31, 1954) 

Requests for scope amendments: 
Pending (Sept. 1, 1953) 
Requests received during period 
Processed during period 
Pending (Aug. 31, 1954) 

Requests for extension of time limitation of certificates: 
Requests pending (Sept. 1, 1953) 
Requests received during period_...._-_--- nipasiihetialeatahieea site cremepaberanendiigentich 
Processed to ODM 
Pending (Aug. 31, 


Requests for letters of predetermination on tax-amortization applications: 
(During the period the necessity for letters of predetermination was elim- 
inated by a revision of the regulations which now require only the filing of 

applications prior to the commencement of construction of facilities.) 


Cooperation with other agencies 


In the establishment of general overall policy, including goals, this agency, 
as a member of the Ad Hoc Committee on Expansion Goals, meets with other 
members to establish general policy and such expansion goals as are required. 
The processing of applications also requires the cooperation of other govern- 
mental agencies having an intgrest in the facilities involved. Conferences are 
held, records reviewed, and in some instances written substantiation of material 
is obtained. The agencies and items of mutual interest are as follows: 
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Agency Items of mutual interest 

Interstate Commerce Commission_. Necessity for motor, water, and rail trans- 
portation facilities; miscellaneous infor- 
mation and transport statistics. 

MTOM Rip As. Necessity for cotton storage and cold storage 
facilities. 

Munitions Board______.____._._._._.__ Necessity for freezer and general storag», 
and for railway and other transportation 
facilities serving defense projects 

Department of the Interior .... Necessity for oil transportation facilities 

Department of Defense_________ Necessity for various transportation, stor- 
age, and port facilities. 

Office of Defense Mobilization_._.._. Creation of overall policy, the establishment 
of procedures and the processing of indi- 
vidual cases. 

Reconstruction Finance Corpora- Necessity for granting defense loans. 

tion. 

General Services Administration... Necessity for storage facilities for Govern- 
ment stockpiling. 

Effectiveness of program 

The degree of effectiveness of the program may be measured by the industry 
expansion of transportation, storage, and port facilities resulting from the in 
centive of accelerated tax amortization. The statistics below indicate by unit 
and dollar value the types of transportation, storage, and port facilities recom- 
mended for certification during the period September 1, 1953, through August 

31, 1954. 


Sra aeaichamacecaeasdapimainnabi 
Number Valu 


Inland Waterways: Vesaris 
1 hoats _ 4 
Care barges 244 
Carfloats and car ferries 6 
Miscellaneous ox 


ipplications 
Terminal facilities 6 
Railroad ears: 
Box 12, 022 
Caboose 5 47 
Flat 4,111 
Gondola... 900 
Hopper._- . 911 
Refrigerator _ .__. ‘ 2, 625 
Tank... 4, 196 
Other freight ; 331 
Passenger ...-. 227 69, 12 ) 
Units 
Locomotives... aceteeahaeatilbca : i 1, 217 
ipplicafions 
Miscellaneous facilities. 7 
Port facilities. 
Motor terminal facilities _. 
Storage facilities 
Freezer 
Cotton 
General. _ 


Current activities under open goals 

Within the framework of an overall program offering the incentive of acceler- 
ated tax amortization in order to obtain the codperation of industry in accom- 
plishing the expansion of facilities in the interest of national defense, specitic 
goals were established. During the period September 1, 1953, through August 31, 
1954, the expansion goals so established were frequently reviewed and revised 
in accordance with the most recent estimate of needs. On the basis of the 
reviews some goals were closed, others suspended for a period in order to 
evaluate the accomplishments to date and make studies as to future require- 
ments, and certain new goals were established for the purpose of acquiring 
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additional equipment or facilities of specific types. The following table indicates 
the goals recommended by DTA and approved by ODM which are now active, 
having expiration dates of June 30, 1955, and the expansion certified to date. 


SEEN eee 3 =2 whale Ee ————— leitiiws 
. | = Percentage 
© y «< | ASse e i p 

Name of goal | As approved To date | completed 


Passenger cars ; : 1, 250 | 265 | 
Freight cars 436, 000 315, 735 | 
Locomotives 15, 500 10, 598 | 
Miscellaneous facilities (railroad) é (') 8, 002 
Inland waterway vessels ‘ 3, 923 2, 904 | 
Inland waterway terminal facilities (? ; , 822 
Creat Lakes ore carriers 6 1 
Warehousing and storage facilities i (*) $60, 637, 244 | 
Motor terminal and repair facilities ( $37, 989, 000 | 
Port facilities : F (*) 34, 865, 612 


(pen ¢ nd. 
(B) DEFENSE-LOAN PROGRAM 
buring the period September 1, 1953, through August 31, 1954, 3 applications, 


aggregating $3,779,840, were processed. The following table summarizes the 
defense-loan program to September 1, 1954: 


Number Amount 


Applications received 2 $98, 170, 32% 


Applications processed 
Allowance recommended by DTA 2s 14, 483, 922 
Partial allowance recommended by DTA___. 4, 475, 
Denied or denial recommended by DTA ay 62, 356, 


Withdrawn by applicants ‘ 2¢ 16, 853, 776 


Total processed noni ‘ 98, 170, 322 
2 applications were withdrawn after the issuance of certificates in the 7 » amount of $4,964,973. 


(C) MOBILIZATION PLANNING AND READINESS PROGRAMS 


Under assignments and delegations of authority from the Office of Defense 
Mobilization, the DTA continued to develop within its area of responsibility of 
domestic transportation, storage, and port facilities, in the continental United 
States, its Territories and possessions, plans intended to assure that in the event 
of war or full mobilization the national-defense requirements of the military and 
essential civilian economy would be met. The area of DTA responsibility in- 
cludes: (1) Railroad transportation; (2) street and highway transportation, 
including freight by for-hire carriers, private carriers, farm vehicles, urban 
transit systems, intercity buses, school buses, taxicabs, for-hire cars, ambulances, 
hearses, and passenger automobile; (3) inland water tranportation, including 
vessels and port facilities on the Great Lakes, river systems, canals, and harbors 
for the transportation of cargo and passengers; (4) warehousing and storage 
facilities, including public and private refrigerated warehouses, general merchan- 
dise warehouses, household goods warehouses, grain elevators, cotton ware- 
houses, tank storage for other than petroleum products, and other specialized 
types of warehousing facilities, both open and closed, except facilities owned, 
operated, or contracted for by a Federal Government agency; and (5) port 
facilities, including the structures, equipment, and other land and water gear at 
or contiguous to ports within the local traffic network, which affect the transfer 
or interchange of cargo and passengers between oceangoing watercraft and other 
mediums of transportation. 

Responsibility for preparing plans and programs for the most effective use of 
the Nation’s domestic transportation, storage, and port facilities (@) in prepara- 
tion for attack conditions, (b) under attack conditions, and (c) in postattack 
rehabilitation, was assigned to the Administrator by the Director of the Office of 
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Defense Mobilization (Defense Mobilization Order VI-2, dated December 9, 
1953). 


(1) Development of transportation plans on problems incident to enemy attack 
on the continental United States 


As heretofore reported to the Joint Committee on Defense Production, the 
Director of Office of Defense Mobilization, during the last quarter of the previous 
reporting period, approved an agreement among the several interested Govern- 
ment agencies which defined their respective responsibilities with respect to civil- 
defense transportation and related matters. Pursuant to that agreement a work- 
ing group, organized as a subcommittee of the Committee on Defense Transpor- 
tation and Storage of the Office of Defense Mobilization, was established to develop 
plans for dealing with wartime transportation, storage, and port problems inci- 
dent to enemy attack on the continental United States. Its chairman is a repre- 
sentative of the Director of the Office of Defense Mobilization and its member- 
ship includes a representative from each of the member agencies of the parent 
committee, namely, Departments of State, Treasury, Defense, Interior, Com- 
meree, and Agriculture; Foreign Operations Administration; Defense Trans- 
port Administration ; and Federal Civil Defense Administration. 

In implementation of the interagency working agreement, Defense Transport 
Administration prepared and, with the consent of the working group, published 
(November 2, 1953) a manual of policy and procedure to govern cooperation of 
Washington headquarters and field personnel of DIA with other agencies of the 
Government and transportation, storage, and: port industries in planning for the 
handling of .ransportation problems incident to enemy attack on the continental 
United States. The manual sets forth basic DTA policies and principles organ- 
ized in such a manner as to serve as a guide to the participant in civil-defense 
transport activity on behalf of industry or the Federal, State, and local govern- 
ments. 

The transportation plan envisaged in its rudiments in the DTA manual is 
intended as a national program wherein all levels of government and industry 
would each have an area of responsibility. Because of the national and local 
characteristics of transport service and the millions of operating units involved, 
the task of coordinating transportation on a nationwide scale is a complicated 
one and requires as a first step the establishment of a workable mechanism for 
the coordination of the many organizational elements involved. 

To further this concept, DTA prepared and submitted to the working group 
a proposed manual covering Utilization of Transportation, Storage, and Port 
Facilities Incident to Enemy Attacks on the Continental United States—Inter- 
organizational Relationships (April 12, 1954), which, in DTA’s judgment, is 
capable of promoting full and appropriate use of facilities and capabilities of 
the “control,” “claimant,” and operating activities of government and industry 
at all levels. 

It is intended that the Manual of Interorganizational Relationships will be 
followed by detailed procedures, forms, reports, methods of financing, equipment 
damage claims, and other related matters. It is also intended that the manual 
and subsequent documents will be discussed with and adopted by State, local, 
and industry officials. Without such acceptance the national program could 
not be made fully effective. 


(2) Development of nationwide detour plans around all major traffice centers 
to minimize the impact of enemy attacks upon transportation 

The Defense Transport Administration has recently completed a study in the 
Kansas City, Mo., area for the purpose of formulating a plan for diverting 
and rerouting motor vehicle traffic around such area in the event enemy action 
should make such program necessary. The fieldwork was done by the Bureau of 
Motor Carriers, Interstate Commerce Commission, for DTA on a reimbursable 
basis. This study was intended as a pilot study to be published for use at other 
gateways and traffic centers in the United States. 

Similarly, there has been developed by DTA with the assistance of the Bureau 
of Safety and Service, Interstate Commerce Commission, a number of rail detour 
plans around major traffic centers. These initial studies are intended as pilot 
studies and when finally approved will be extended to other gateways and traffic 
centers. 


(3) Development of internal security for each type of transportation 


The Defense Transport Administration and the Department of Commerce 
(Bureau of Public Roads) jointly published (August 2, 1954) an Interim Guide 
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for the protection of street and highway transportation facilities from sabotage 
and enemy attack. This document was prepared by a task group consisting of 
representatives of government and industry with the assistance and advice of 
representatives of street and highway transportation industries. Also, prior to 
its publication, it was submitted by DTA in draft form to motor carriers in the 
Kansas City, Mo., area in connection with the pilot study discussed in the pre- 
ceding section (sec. (C) (2)). 

Similar manuals for railroads and warehousing have heretofore been com- 
pleted by task groups under the general chairmanship of DTA. Consideration 
of these manuals for publication awaits the issuance of a general manual which 
will include protection principles common to all industries. The transportation 
manuals will supplement the general manual and will only cover those principles 
peculiar to the industry involved. 

Another phase of the facilities protection program to which some attention has 
been given by DTA concerns the development and supervision, in cooperation 
with industry, of security measures for specific transport facilities which have 
been tentatively marked for assignment to DTA by ODM on the basis of ratings 
recommended by the Industry Evaluation Board (Department of Commerce). 
The project contemplates a protection program for each key facility to be de- 
veloped in cooperation with the industry operator of the facility, and envisions 
an agreement between the industry operator and DTA incorporating the action 
to be taken and the timing thereof, to primarily furnish reasonable protection 
for the facility against sabotage and espionage. 


(4) Bomb damage assessment—transport, storage, and port facilities 

In a DTA proposed manual covering Utilization of Transportation, Storage, 
and Port Facilities Incident to Enemy Attacks on the Continental United States— 
Interorganization Relationship (April 12, 1954) referred to above (pt. II, sec. 
(e) (1)) provision is made for the routing of reports of damage caused by 
attacks on the continental United States. It is intended that these reports will 
indicate specific damage to transport, storage, and port facilities and will serve 
as a basis for determining loss of transportation, storage, and port capacity and 
the extent of rehabilitation necessary to continue the national effort. 

IDTA is also participating in an ODM study, the purpose of which is to provide 
a systematic procedure for bomb-damage assessment. This procedure would 
apply to preattack analysis as well as postattack assessment of actual damage. 
(5) Development of plans for wartime control of port utilization 

During the reporting period the Administrator of DTA recommended to ODM 
(a) an interim plan for emergency control of port utilization and (b) a plan 
for wartime control of port utilization. These plans were developed by the 
Interagency Committee on Port Utilization (Defense, Commerce, Interior, and 
DTA) under the chairmanship of DTA. The committee has also approved a 
plan for establishment of port emergency transportation committees in United 
States port areas for preemergency and prewar planning. A pilot study is being 
made by the interested agencies in the Hampton Roads, Va., area. 


(6) Estimates of possible domestic traffic load under full mobilization 

In connection with its mobilization readiness program, the Office of Defense 
Mobilization furnished to interested defense agencies estimates of the annual 
production potential of the United States for 3 years of a hypothetical full 
mobilization in terms of gross national product. The estimates included a 
distribution of the total into major categories of the product. 

To bring transportation into focus with the assumptions, DTA, at the behest 
of ODM, has undertaken to translate them into an estimate of the possible 
domestic traffic load ; to determine for domestic transportation a likely distribu- 
tion of the total traffic among types of transport, having in mind such limitations 
on any of the types as might be implicit in the general assumptions; to estimate 
the probable capacity of present transportation plant under the assumed full 
mobilization conditions; to determine the degree of deficiency in present plant; 
and to determine requirements to make the plant adequate and to maintain and 
operate it under war conditions. 

A staff study of the first phase of the DTA assignment has been completed 
and has been made available to the ODM Committee of Consultants on Railroad 
Equipment recently constituted for the purpose of evaluating the rail freight 
car, diesel locomotives, and rail passenger car programs of DTA in the light of 
possible transportation requirements under full mobilization. 
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(7) Manpower 

As a member of the ODM Manpower Policy Committee DTA participated in 
the series of meetings which were called throughout the year, to discuss, to make 
recommendations, and to take other appropriate action with respect to such major 


‘agenda items as (@) organization for full mobilization; (0) revision of defense 


manpower policy No. 4; (c) manpower program for full mobilization; (d@) FCDA 
manpower and personnel policy; (e) scope and objectives of Committee on Spe- 
cialized Personnel; (f) report of Committee on Specialized Personnel on a 
manpower program for full mobilization; (g) report and recommendations of 
Committee on Specialized Personnel on occupational and student deferment pro- 
grams; and (hk) development of new national manpower mobilization policy. 
DTA also participated in the review of the list of essential activities by the Inter- 
agency Advisory Committee on Essential Activities and Critical Occupations. 


III. SUMMARY OF STANDBY PROGRAMS DESIGNED TO MEET ANY FUTURE EMERGENCY 


Mobilization planning activities of DTA are grouped in two major categories: 
(1) Development, in cooperation with other Government agencies and industry 
representatives, of transportation plans for problems incident to enemy attack on 
the continental United States, and (2) development of standby orders, regula- 
tions, procedures, and policies that would be required for full mobilization con- 
trols in any type of emergency. DTA’s activities with respect to the first category 
have been summarized above (pt. II (c) (1)). With respect to the second cate- 
gory, DTA has developed standby programs for each of the segments of domestic 
transport, storage, and port areas subject to its jurisdiction. All of these pro- 
grams have been developed upon the basic concept that the domestic transport, 
storage, and port industries would operate their own facilities; that industry 
should be given every opportunity to effect necessary controls by voluntary 
action, prior to any imposition of Government orders or regulations; that Govern- 
ment orders or regulations would be issued only when the voluntary actions 
proved insufficient or when such orders or regulations would be necessary to 
protect the industry or required to give legality to its voluntary actions; and that 
the plans would be sufficiently flexible to allow progressive applications in varying 
stages, depending upon the degree of the emergency, rather than jump from a 
peacetime operation directly to a full wartime operation. 

The DTA standby programs include measures and procedures with respect to 
both regulatory and claimant functions of DTA or a counterpart. The programs 
cover (a) traffic movement, (0) conservation, (c) storage, (d@) facilities, equip- 
ment, materials, allocation and rationing, and (e) manpower. The regulatory 
programs contemplate close cooperation with the Interstate Commerce Commis- 
sion in the promulgation of orders or regulations affecting those carriers with 
respect to which the Commission has authority. All of the programs envisage that 
the field force needed to administer policies, orders, and regulations will be built 
around the existing field offices and personnel of the Interstate Commerce Com- 
mission. This technique has been followed by DTA since its creation in October 
1950 and has proven effective, economical, and highly acceptable to the industries 
involved. 

IV. Masor ProsteEMsS Now CONFRONTING DTA 


The decline in traffic by rail, by over-the-road common carrier trucks, by 
regulated inland waterways carriers, on the Great Lakes, and through the ports, 
during the reporting period, has had a substantially adverse effect upon the 
expansion of facilities goals sponsored by DTA and approved by ODM. Falling 
revenues and idle capacity have rendered the accelerated tax amortization and 
defense loan programs of the Government less attractive as a spur to expansion 
of facilities. Under existing traffic revenue conditions it would not appear feas- 
ible to achieve the expansion goals approved for partial mobilization. These 
goals are scheduled to expire on June 30, 1955. 


V. Future OBJECTIVES 


Within the limits of persortnel available under existing appropriations, it 
will be the objective of DTA to maintain a continuing review of existing con- 
ditions in the domestic transport, storage, and port areas and to render spot 
assistance where needed; to continue to vigorously support approved DTA 
expansion goals ; to continue to study full mobilization requirements for domestic 
transportation and to recommend appropriate measures to implement its con- 
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clusions; to continue to progress the mobilization and readiness programs 
assigned to it by ODM; and to continue to actively participate in the ODM 
working group on problems incidental to enemy attack on the continental United 
States to the end of developing adequate mechanisms and procedures for defin- 
ing, presenting, and meeting the transport, storage and port service requirements 
of the Federal Civil Defense Administration, the Department of Defense, and 
other essential and indispensable war-supporting agencies and activities at 
local, State, regional, and national levels. 


VI. CHANGES IN ORGANIZATION 
(A) REORGANIZATION 


Due to reductions in appropriated funds from $425,000 for fiscal year 1954 
to $170,000 for fiscal year 1955, DTA was reorganized to obtain full utilization 
of its reduced personnel. The minor change merged the Transport Specialist 
Group and the Advance Mobilization Planning Group into the new Mobilization 
and Transport Specialists Group. This reorganization was accomplished by 
amendment to Organization Order DTA 1, as amended, dated July 1, 1954, which 
was duly published in the Federal Register. The present organization now 
provides for the following units: 

(i) Office of the Administrator. 

(ii) Office of the Deputy Administrator. 

(iii) Office of the General Counsel. 

(iv) Administrative officer. 

(v) Mobilization and Transport Specialists Group. 
(vi) Tax Amortization and Defense Loans Group. 


(B) DEFENSE TRANSPORT ADMINISTRATION STAFF 


In the interest of economy and to eliminate duplication of office space and 
supervisory personnel wherever possible, DTA is continuing its policy of mak- 
ing use of the existing facilities of the Interstate Commerce Commission to the 
extent available. By reason of this cooperation between ICC and DTA, it 
has not been necessary under present conditions for DTA to establish any field 
offices of its own. Services performed by ICC for DTA are paid for out of an 
ICC working fund provided for by DTA during the fiscal year 1954, and on a 
reimbursement basis for services rendered during fiscal year 1955. 

In anticipation of a reduced appropriation for the fiscal year 1955, DTA 
initiated and completed a reduction-in-force program, which resulted in the 
termination of employment of a major portion of its personnel, including elim- 
ination of the working fund, as reflected by the following statistics: 





DTA staff 
Sept. 1, 1953 
Regular employment 
W.. a. e. consultants 
W. 0. e. consultants 


Total_. 


Working fund, ICC: 
Bureau of Administration 
Bureau of Safety and Service 
Bureau of Motor Carriers ae 
Bureau of Water Carriers and Freight Forwarders___. 


Total_. 


Grand total... 
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AGRICULTURE DEPARTMENT 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., September 15, 1954. 
Hon. Homer BE. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate. 
(Attention Mr. Harold J. Warren, clerk) 

DEAR SENATOR CAPEHART: In accordance with your request of August 14, 
transmitted herewith is the report of the operations of the Department of Agri- 
culture under the Defense Production Act, as amended, for the period September 
1953 to September 1954. 

In preparing the report, we have endeavored to cover fully all of the points 
indicated in your letter. The format of the report is similar to the report 
submitted to your committee last year. We have added, however, a new section 
to cover programs active during the year under responsibilities assigned to the 
Department by Defense Mobilization Order I-9 and carried out under authorities 
other than the Defense Production Act, as amended, and the Internal Revenue 
Code. Since the barter program carried out under the Commodity Credit Cor- 
poration Charter Act supports defense activities and the stockpiling of strategic 
and critical materials, a summary of barter transactions also has been included. 

Please be assured of our desire to cooperate with your committee and to 
provide assistance in every way possible. 

Sincerely yours, 
E. T. Benson, Secretary. 


AUTHORITIES AND PROGRAMS 
A. AUTHORITIES 


Executive Order 10480 was issued on August 14, 1953 (18 F. R. 4939) under 
the Defense Production Act of 1950, as amended, and section 124A of the 
Internal Revenue Code, among other authorities. This Executive order super- 
seded Executive Orders 10161, 10200, and various related orders pertaining 
to the defense program. 

Under Executive Order 10480 the Secretary of Agriculture has been delegated 
the general responsibility for the production and distribution of food, which is 
defined to include all commodities and products that are capable of being con- 
sumed by humans or animals, as well as fats and oils, naval stores, tobacco, 
wool, mohair, cotton, hemp, and flax fiber until they lose their identity as agricul- 
tural commodities. 

Under Executive Order 10480 and the delegation of authority contained in 
Defense Mobilization Order I-7, the Secretary is authorized to exercise the 
priority and allocation powers with respect to food. This includes authority 
to determine food requirements and to allocate food supplies where necessary to 
insure the proper distribution of such supplies. The Secretary is also authorized 
to exercise the priority and allocation powers with respect to the domestic distri- 
bution of farm equipment and commercial fertilizers. It should be noted, how- 
ever, that these authorities, as they apply to the general distribution of mate- 
rials in the civilian market, cannot be exercised without a finding of essentiality 
which is approved by the Director of the Office of Defense Mobilization. 

The Secretary is authorized to procure food and certain plant fibers, except 
abaca, for Government use or resale for industrial use or stockpiling under 
section 303 of the Defense Production Act, and this may involve domestic de- 
velopment of sources of supply. The Secretary undertakes such procurement 
only upon certification from the Director of the Office of Defense Mobilization. 

The Secretary is authorized to present requirements to ODM for the nonfood 
materials and facilities necessary to carry out the program. (This authority 
is outlined in detail in Defense Mobilization Order VII-5 of October 7, 1953.) 

The Secretary is also authorized to make recommendations to the Director of 
ODM for the issuance of certificates of essentiality for loans under section 302 
of the Defense Production Act and for tax amortization of facilities under 
section 124A of the Internal Revenue Code relating to food and plant fibers and 
the domestic distribution of farm equipment and commercial fertilizer. 

AS a guaranteeing agency, the Department of Agriculture is authorized to 
develop and promote measures for the expansion of production capacity and to 
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guarantee financial institutions against loss in financing contractors in connec- 
tion with defense contracts. 

The Department is directed to work closely with the Labor Department in 
determining the Nation’s labor requirements and supplies insofar as the food 
program is concerned, and there is sufficient flexibility in the order to permit 
other participation in the labor programs. 

The Secretary continues to be a member of the Defense Mobilization Board 
which serves in an advisory capacity to the Director of ODM on all matters 
pertaining to mobilization activities. 

Defense Mobilization Order I-9 of February 25, 1954 (exhibit 1), assigns to the 
Department of Agriculture various responsibilities under the authorities outlined 
above which stem directly or indirectly from the Defense Production Act and 
the Internal Revenue Code. However, this defense mobilization order also 
assigns to the Department certain responsibilities under other authorities as 
well, These other authorities include the Universal Military Training and 
Service Act (selective service as it relates to manpower on the farms and in 
the food trade) ; National Security Act (specialized types of mobilization plan- 
ning) and the Strategic and Critical Materials Stock Piling Act as it pertains 
to strategic and critical materials. 

This report covers activities of the Department of Agriculture under the 
Defense Production Act of 1950, as amended, the Internal Revenue Code, and 
other activities carried out within the scope of Defense Mobilization Order I-9. 


B. DEFENSE MOBILIZATION PROGRAMS OF THE DEPARTMENT OF AGRICULTURE 


During the year the Department of Agriculture terminated the last of the food 
controls which were instituted during the Korean period and placed more em- 
phasis on planning and readiness for future emergencies. 

The following list indicates the defense programs which were active at some 
time during the year under authorities stemming primarily from the Defense 
Production Act of 1950, as amended, and section 124A of the Internal Revenue 
Code. 

(a) Determining requirements for food for all uses in relation to supplies in 
the various stages of mobilization. Administering and subsequently terminating 
distribution-control measures for food. Developing standby plans for food allo- 
eations and distribution under various mobilization conditions. 

(bv) Programing food production and carrying out special production-procure- 
ment programs. 

(c) Determining requirements of nonfood materials and facilities needed to 
support the overall food programs in various stages of mobilization and pre- 
senting requirements to the appropriate agencies. Developing standby plans 
relating to the domestic distribution of farm equipment and commercial fer- 
tilizer and other materials as necessary for use under various mobilization 
conditions. 

(d) Recommending expansion goals and encouraging necessary expansion of 
food and related facilities in eccoperation with other agencies. 

(e) Cooperating with the Department of Labor and other agencies to insure 
availability of manpower needed to carry out the food program in various stages 
of mobilization. 

Other programs active during the year in accordance with Defense Mobiliza- 
tion Order I-9 under anthorities other than the Defense Production Act and 
the Internal Revenue Code included: 

(1) Cooperating with Selective Service in connection with classification of 
registrants and with the military in connection with the recall of reserves to 
active duty and the handling of discharge requests for essential agricultural 
activities. 

(2) Conducting a program to identify and protect vulnerable food facilities 
and cooperating with other agencies in a program to identify and protect vul- 
nerable supporting industries. 

(3) Participating with the Office of Defense Mobilization in the development 
of stabilization measures for food under emergency conditions. 

(4) Cooperating with ODM in research and development of data and objec- 
tives relating to the national stockpile. 

(5) Wild land fire control, 

(6) Carrying out a program designed to insure the continuity of essential 
functions of the Department of Agriculture in the event of war. 

An explanation of progress in connection with the various programs during 
the year follows. 
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REQUIREMENTS AND SuppLty EsTIMATES AND DISTRIBUTION ACTIONS AND PLANS 
RELATING TO Foop 


A. REQUIREMENTS AND SUPPLY ESTIMATES 


The Department of Agriculture has maintained a continuing review of the 
current and probable future requirements for United States commodities and 
has related them to anticipated supplies on short and a long-range basis. Cur- 
rent overall domestic and total requirements for food and nonedible commodi- 
ties of agricultural origin were developed based on the military requirements 
submitted by the Department of Defense, domestic civilian requirements, and 
export requirements. These economic and statistical analyses of requirements for 
agricultural products were used to determine the probable adequacy of sup- 
plies in relation to requirements and the levels of production and carryover of 
each agricultural commodity. 

In cooperation with ODM, estimates of food requirements and supplies are 
also being developed for an assumed 4-year mobilization period covering mili- 
tary, domestic civilian, and export needs. Progress has been made in the 
development of basic statistical background data essential in the operation of 
food programs during a mobilization period. This includes additional back- 
ground foreign trade and consumption statistics, data on Territories and posses- 
sions of the United States, and civilian and military takings. These overall 
requirements will be used to determine the size and .types of shifts in agricul- 
tural production which would be desirable under mobilization conditions, the 
crops, products, and requisites which might be in short supply, types of produc- 
tion programs needed to encourage shifts in land use and production, and other 
related supply problems which may arise as a result of wartime or other special 
demands. 

A complementary study is in progress also to determine how fully it will be 
possible to make these needed shifts and types of incentives which might be 
used to encourage needed production and to prepare plans for handling problems 
resulting from shortages. 

This analysis of probable wartime food requirements will make it possible to 
estimate the type and amount of wartime demand for farm labor, farm machin- 
ery, fertilizers, processing equipment, and facilities and other food related 
supplies likely to be in tight or short supply. Likewise this analysis of require- 
ments as they relate to imports and exports will indicate probable requirements 
for domestic and oceanborne transportation in case of war. 


B. DISTRIBUTION ACTIONS AND PLANS 


The supply-requirements situation permitted removal of the destination and 
ouantitative limitations on rice exports to friendly countries on October 21, 1953, 
thus freeing all agricultural products, for supply reasons, from export control 
to free-world destinations. 

The domestic set-aside of certain canned fruits and vegetables from the 1953 
crop for military use was suspended April 1, 1954. In view of current condi- 
tions, it has been determined that no set-aside order applicable to the 1954 pack 
of any canned fruit or vegetable will be issued. 

Basic background data have been assembled which would be useful in connec- 
tion with the development of emergency-distribution control and food-allocation 
plans which would be necessary to protect the national supply and insure proper 
utilization of food if war should start with an attack on the United States using 
Superweapons. In World War II, detailed food-allocation orders were used by 
the War Food Administration to set aside food for military procurement and to 
carry out the basic allocation for United States civilian purposes by channeling 
food for essential uses, limiting their uses, controlling inventories, and restricting 
shipments. 

The experience gained in World War II is helpful, but the problems to be faced 
in a war with atomic or hydrogen weapons probably would create problems far 
different from those experienced in World War II. 


Foop PRODUCTION PROGRAMING AND SPECIAL PRODUCTION PROCUREMENT PROGRAMS 


Some form of food-production programing is a necessary corollary of the 
analysis of food supplies and requirements. Production-guides work on fruits 
and vegetables was carried on during the past year on a limited scale and not 
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directly associated with programs under the Defense Production Act of 1950, 
as amended. 


A, CASTOR BEANS 


The castor-bean production program, initiated by the Department of Agricul- 
ture in 1951 at the request of the former Munitions Board, was continued through 
1952, 1953, and 1954 because of the strategic importance of castor oil. The pro- 
gram is designed to lessen the Nation’s dependence on foreign supplies of castor 
oil and to provide oil for the national stockpile. 

Under the 1953 program a total of 149,200 acres were planted of which 124,500 
were harvested. The total castor-bean production was more than double that of 
any previous year and amounted to 51,244,000 pounds, with an average production 
per acre of 412 pounds. All of the beans from the 1953 crop were shipped to 
erushing plants with the exception of 1,173,680 pounds which were sent to seed- 
cleaning plants to be use for the 1954 crop. 

The 1954 crop castor-bean program differs in some respects from the programs 
in effect in 1951, 1952, and 1953. Contrary to past practice, CCC does not enter 
into contracts with farmers or private companies for the production of castor 
beans in 1954. Instead, the Commodity Credit Corporation will purchase castor 
beans from producers under certain conditions at 6 cents per pound, out-of-hull 
basis, when delivered to approved storage facilities in approved producing areas. 

The Government-owned harvesting and hulling equipment was offered for sale 
in order that these operations could be turned over to private enterprise. Part 
of this equipment has already been sold. 

The program is being carried out in 1954 in a larger area than in past years 
by the addition of the State of Missouri to the following list of States: Arkansas, 
Arizona, California, New Mexico, Oklahoma, and Texas. 

Based on incomplete reports, it is estimated that the planted acreage for the 
1954 crop will be about 37,000 acres. An acreage of this size with usual yields 
would produce in the neighborhood of 20 million pounds of castor beans. 

Marketing research is being continued on devising methods of evaluating castor- 
bean quality and the factors affecting quality. The goal of this project is to 
develop methods whereby castor beans may be marketed according to their 
outturn value. 

Tentative findings are being studied which will lead to recommendations for 
the establishment of official grades and standards. 


B. LINSEED OIL 


The 300 million pounds of linseed oil which were transferred to the account 
of the Secretary in June 1951, bave been sold for export. This oil was held as a 
reserve under the provisions of the Defense Production Act of 1950. 


Cc. KENAF 


Under kenaf production programs begun in 1951 and continued through 1952, 
quantities of kenaf seed and kenaf fiber were purchased by CCC at the request of 
the Munitions Board. Kenaf fiber has prospects of becoming a useful substi- 
tute for jute and the purpese of the programs was to place the United States in 
a position to expand production of kenaf fiber to meet civilian and military 
needs in the event of an emergency. Since the objective of the program was to 
develop production and processing know-how, it was not considered desirable to 
inaintain stocks of these commodities on hand and therefore the disposal of the 
entire quantities of both the seed and fiher has been completed. The final sale 
of kenaf fiber stocks was made in July 1954. 


REQUIREMENTS AND SUPPLY ACTIVITIES AND DISTRIBUTTION PLANS FOR NONFOOD 
MATERIALS AND FACILITIES NEEDED IN SUPPORT OF OVERALL Foop PROGRAMS 


Closely related to the development of requirements for food was the analysis 
and development of requirements for the nonfood requisites needed in food pro- 
duction, processing, and distribution. These requirements generally reflect the 
level of food production under varying conditions and are used to analyze 
capacity and, in cooperation with other Government agencies and with indus- 
tries, to determine the necessary expansion of production capacity of particular 
requisites, such as farm equipment, fuels, fertilizers, pesticides, and containers. 
This information is the foundation for accurate requirements of nonfood mate- 
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rials, facilities, and supplies needed by the food program, both now and under 
conditions of full mobilization. 

Work was done at the request of ODM to develop a breakdown of require- 
ments into shapes and forms of controlled materials on requirements submitted 
previously for an assumed period of full mobilization. This breakdown will 
be incorporated with the requirements of other claimant agencies and compared 
with the Nation’s industrial material productive capacity in order to detect and 
remedy deficiencies in the productive capacity of the forms and shapes of the 
three controlled materials. 

As a result of the continuing analysis of requirements and productive capacity 
for nonfood materials and facilities, it was possible to project estimates of the 
minimum input requisites needed by the farm plant to obtain food requirements 
under partial and full mobilization conditions. In the development of these 
figures, basic background information covering the production, shipments, dis- 
tribution, and inventories of a wide range of farm machinery and equipment and 
operating supplies have been assembled. Based on this information, studies 
were made to determine the quantity of equipment necessary to replace wornout 
and obsolete equipment. The results of these studies, plus the additional quan- 
tities of materials and equipment needed to offset such factors as loss of man- 
power, loss of horse and mule draft power, the makeup of food requirements and 
actual location of planted acreage, constitute tentative input requisite re- 
quirements. 

Similar basic background information has been assembled and tentative pre 
liminary estimates of mobilization requirements have been developed and sub- 
mitted to ODM or other appropriate agency, covering farm transportation, rubber 
tires, and building materials. Basic background information has also been 
accumulated on petroleum fuels, ferrous and nonferrous metals. 

An estimate was developed of the number of engines required under emergency 
conditions in the production of new farm machinery and equipment, for replace- 
ment and for utility purposes. This estimate, requested by the Department of 
Commerce, is being used by the industry divisions of that agency in appraising the 
capacity of that particular industry to produce emergency requirements and 
in remedying any shortages which may come to light as a result of these studies. 

A study has been made of the probable effects of a period of stepped-up mobil- 
ization on the productive facilities and overall materials with which to meet 
wartime requirements of binder and baler twines. The United States is a major 
user of the world’s supply of hard fibers—abaca or manila, sisal and henequen 
which are used in the manufacture of harvester twines, rope, and cordage prod- 
ucts. None of the fibers from which these products are made are grown in the 
United States. Uses for harvester twines are on an upward trend and may be 
expected to continue for several years. 

The Department of Agriculture has been requested by the National Agricultural 
Chemicals Association to cooperate in a survey of the stocks of pesticides in the 
possession of manufacturers and formulators at the end of the crop year (Sep- 
tember 30, 1954). While this work will be done at the request of the industry, it 
will provide the United States Department of Agriculture with data of great 
value in mobilization planning. An annual appraisal of the country’s inventories 
of pesticides will aid manufacturers in planning production and distribution 
resulting in less likelihood of shortages. 

As in the case of possible emergency food orders, considerable background 
information has been assembled which would serve as the basis for the develop- 
ment of emergency standby orders on farm machinery and equipment for use in 
an emergency starting with attack on the United States. In accordance with 
Executive Order 10480, the Department of Agriculture would be responsible for 
domestic distribution controls if required on farm equipment and commercial 
fertilizer in the event of full mobilization, 

Since information concerning the adequacy of supplies of major nonfood mate- 
rials used on the farm and by the food industries is not always readily available, 
attached to this report for the committee’s information is a brief summary of 
the supply situation during the past year with respect to particular requisites 


(exhibit 2). ; 
ENCOURAGING NECESSARY EXPANSION OF FACILITIES 


There was a decided decrease in the number of requests received by the Depart- 
ment of Agriculture for recommendations for tax amortization certificates since 
many expansion goals had been reached and the goals closed by the Office of 
Defense Mobilization. 
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Defense Mobilization Order VII-6, effective December 3, 1953, provides that no 
necessity certificates are to be issued after that date except as they are required 
for facilities needed to fill open and published goals. The order provides, how- 
ever, that each delegate agency from time to time will review the defense mobili- 
zation requirements for facilities in its area of production responsibility. In this 
connection, the Department reviewed with ODM expansion goal No. 164 cover- 
ing cotton compresses and goal No. 95 covering cotton gins. On the basis of 
present production and defense requirements, both of these goals were closed on 
December 3, 1953. 

With respect to expansion goal No. 9, nitrogen, the Department submitted to 
the Department of Commerce, at the request of ODM, its estimated nitrogen needs 
for agricultural purposes in 1956-57 under possible conditions of partial and full 
mobilization. After reviewing the requirements submitted by agriculture, indus- 
try, and defense, ODM revised goal No. 9 to provide 3.5 million tons of domestic 
productive capacity by January 1, 1957. Applicants were given until April 9, 1954, 
to file applications for certificates of necessity, at which time the goal was closed. 

The nitrogen goal has been fully subscribed. As of June 30, 1954, there was in 
place or under construction synthetic ammonia productive capacity equivalent 
to approximately 2,859,400 tons of contained “N’’. This represents more than a 
100-percent increase over the capacity in operation January 1, 1951. In addition, 
there are available approximately 265,000 tons of “N” from byproduct and organic 
sources. Additional certificates of necessity have been issued for the construction 
of synthetic ammonia facilities, which are not under construction, with capacity 
equivalent to 378,400 tons of contained nitrogen. These facilities should be com- 
pleted by January 1, 1957, in order to fulfill the expansion goal. 

The phosphate expansion program with a production goal of 3.550 million tons 
of P.O; was closed by ODM without being fully subscribed. As of June 30, 1954, 
plant capacity equivalent to 803,500 tons of P.O; annually had been completed 
with an additional 72,100 tons of capacity under construction. The total capacity 
constructed and planned under the expansion program is 1,129,300 tons, as 
against additional capacity of 1,300,000 tons needed to meet the production goal 
of the expansion program. 

The potash goal of 2 million tons K,O by 1954-55 has been met. Other expin- 
sions are contemplated. 

As in the case of requests for tax amortization, very few formal applications 
for loans under section 302 of the Defense Production Act were received during 
the year. Executive Order 10489, effective September 26, 1953, transferred to 
the Director of ODM the authority to certify the essentiality of section 302 
loans. The Secretary of Agriculture under prior Executive order was authorized 
to certify the essentiality of loans relating to food and plant fibers (except 
abaca) and the domestic distribution of farm equipment and commercial fer- 
tilizer. USDA may continue, however, to make recommendations to ODM with 
respect to the essentiality of section 302 loans in these areas. 


MANPOWER NEEDED IN SUPPORT OF OVERALL Foop PROGRAM 


As a result of relatively high nonfarm employment opportunities and the 
military requirements of the Armed Forces, the maintenance of an adequate work 
force of trained and experienced year-round workers and skilled seasonal help 
has been a continuing agricultural problem. 

Close liaison was maintained with the Department of Labor, Selective Service, 
and the Defense Department in manpower programing and with the ODM in 
manpower policy development. Information and data on farm production plans 
and programs, man-hour requirement estimates, and production progress were 
provided to the manpower agencies for use in program planning, recruitment 
campaigns, and deferment considerations. 

The Farm Placement Service of the Department of Labor was assisted in 
compiling basic agricultural data for use in its Farm Labor Fact Sheet for 
1954, which is an important part of the farm-labor recruitment materials kit. 
Assistance was also rendered in the development of material useful to State 
employment services in the development of programs for the improvement of 
community services for migrant workers. Five-year average harvested acreage 
figures for small grains in the Great Plains States were brought up to date 
and furnished to the Farm Placement Service for its use in the revision of the 
Small Grain Harvest Guide for the Great Plains States. 

Information relative to the overall farm-placement program, as conducted by 
the Department of Labor and its affiliated State employment services, was fur- 
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nished to all State agricultural stabilization and conservation committee mem- 
bers. While these committees are not expected to participate actively in re- 
cruitment campaigns, current knowledge of overall farm-placement policies and 
procedures is necessary to enable the committees to advise employers and em- 
ployer groups of the assistance available for needed labor. 

The Department has provided an adviser on the Joint Migratory Labor Com- 
mission, whose members include representatives from the Department of State, 
the Department of Labor, and the Department of Justice (Immigration Service). 
This Commission was established pursuant to the renewal of the Migratory Labor 
Agreement between the United States and Mexico and is responsible for— 

(1) Observing the migrant labor movement between Mexico and the United 
States in both its legal and illegal aspects; making recommendations to the two 
Governments for possible improvement in the operation of the agreement and 
for methods of deterring illegal traffic. 

(2) Studying advisability of reducing the minimum contracting period for 
Mexican workers from 6 to 4 weeks. 

(3) Studying and making recommendations with respect to any other prob- 
lems that may be referred to the Commission by agreement between both 
Governments. 

Forest Propucts 


USDA representatives participated in the work of the Interdepartmental Forest 
Products Advisory Committee of the Office of Defense Mobilization, appointed to 
appraise requirements for lumber and other timber products in the event of 
another emergency and to study problems of supply. Committee activities to 
date have been confined to exploring the possibilities and feasibility for storing 
and stockpiling lumber and forest products. The Committee has also studied 
the desirability of centering responsibilities for ordering and stockpiling such 
commodities under a single agency. Subcommittee recommendations have been 
forwarded to the parent Committee, but, as yet, no action programs have been 
established to carry out the subcommittee recommendations. 


OTHER DEFENSE MOBILIZATION PROGRAMS OR FUNCTIONS UNbDER AUTHORITIES 
OTHER THAN THE DEFENSE PRODUCTION ACT AND INTERNAL REVENUE CopE 
1. MANPOWER AS IT RELATES TO SELECTIVE SERVICE AND THE MILITARY 


Considerable time and assistance were given to the revision of the current 
lists of essential activities and critical occupations to reflect the current man- 
power supply-demand situation. These lists are prepared for use by the Depart- 
ment of Defense for considering requests for delaying calls to active duty of 
reservists and the National Guard. They are also made available to local boards 
of the Selective Service System as information to assist them in making deter- 
minations on requests for deferment of registrants. Staff work was done by 
a technical subcommittee which reviewed material and data submitted by the 
various departments concerned and on the basis of this review, recommendations 
were developed for consideration by the Interagency Advisory Committee which is 
sponsored by the Departments of Commerce and Labor. A representative of this 
Department served on both the Interagency Advisory Committee and the techni- 
cal subcommittee. Information and data on the importance and essentiality of 
agriculture and food processing were presented for consideration. Interim 
standby lists of essential activities and critical occupations have been prepared 
for use if it becomes necessary to obtain a rapid increase in the strength of the 
Armed Forces to meet an emergency situation. As time permits, these lists will 
be revised to assure proper selection of manpower for military and civilian use. 

The responsibilities for cooperation with Selective Service, formerly carried out 
by agricultural mobilization committees, have been assigned to State and county 
agricultural stabilization and conservation committees. Through close coopera- 
tion with National Selective Service headquarters, this change in responsibilities 
was accomplished without interruption of the close cooperation that exists be- 
tween USDA and selective-service offices. Local board memorandum No. 13 
outlining procedures to be followed by local boards in obtaining farm production 
information useful in the classification of registrants, was appropriately revised 
and copies were made available to State and county ASC committees for their 
information and guidance. Local boards may continue to request farm informa- 
tion which may be useful in the classification of farm registrants, especially 
those requesting deferment. 
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Through the facilities of the Bureau of the Census and in consultation with an 
interdepartmental work group, the USDA conducted a survey to obtain informa- 
tion on the occupational distribution of men who have been discharged from the 
Armed Forces since the outbreak of hostilities in Korea. The results of this 
survey were published in the report issued in January 1954, entitled “Employment 
Redistribution of Korean Veterans.” Agricultural Information Bulletin No. 120, 
USDA. The survey revealed that from the time when they entered the service 
until the date of the survey, the occupational trend of Korean veterans was 
strongly away from agriculture. Around one-third of the preservice workers from 
agriculture actually returned to agriculture and about one-half shifted to employ- 
ment in industry. The remainder were unemployed or were not in the labor 
force because of school attendance, inability to work, or for other reasons. 

2, FACILITIES PROTECTION AND POSTATTACK REHABILITATION 

In February 1954, the Director of ODM requested the Department of Agricul- 
ture, together with other departments and agencies of the Government to identify 
instances of excessive concentration of vital production in the industrial cate- 
gories for which they have related or direct mobilization responsibility. It was 
pointed out by ODM that in a number of instances total or near total national 
capacity to produce an important defense product is concentrated in the heart of 
one or more likely target areas. 

In line with the request of ODM, the Department is analyzing the location of 
facilities essential to the production and distribution of agricultural products 
and is preparing a series of reports on excessive concentration of the farm 
equipment and agricultural processing industries and storage facilities from the 
standpoint of vulnerability to enemy bombing attack. Each report will contain 
an analysis of the effect of the destruction or damage of such facilities in 
potential target areas and measures which could or should be taken to provide 
alternative capacity, minimize plant damage through plant protection or other 
actions to minimize the seriousness of the loss of such facilities. Reports for 
the corn products, dextran, sugar industries and a combined report for the 
dairy, poultry, cotton, wool, tobacco and naval stores industries have been sub- 


mitted to ODM. Similar reports are underway for the meatpacking, milling, 
canning, milk processing, oil ard seed crushing and other industries. 

Related analyses have been made of facilities which affect the processing and 
distribution of food, such as food-machinery plants and cold-storage facilities but 
which are under the jurisdiction of other agencies. Problems in these areas 
were brought to the attention of appropriate agencies. 


3. STABILIZATION PLANNING 


In response to a request from ODM early in May 1954, informal comments 
were furnished to that agency with respect to emergency price stabilization of 
important agricultural commodity groups. These comments were based on 
the following points: (1) The extent to which various commodities might be 
controlled, i. e., the relative effectiveness of price controls; (2) point or points in 
the marketing system, by commodities or commodity groups, at which a price 
freeze might be placed; (3) general comments on the type of control technique 
considered most promising and effective. 


4. STOCKPILE AND RESEARCH AND EXPERIMENTAL PROGRAM ON STRATEGIC RAW 
MATERIALS OF AGRICULTURAL ORIGIN OR POTENTIAL SUBSTITUTES 

(a) Stockpile 

The Department of Agriculture cooperated with ODM in carrying out its 
stockpiling responsibilities as directed by Public Law 520, 79th Congress, and 
the President’s Reorganization Plan No. 3, 1953. Periodic reports were sub- 
mitted to ODM on the progress of production and research programs of strategic 
materials, or substitutes therefor, of agricultural origin. Information and 
data were furnished relating to the overall economic aspects of domestic and 
foreign requirements, supplies, and demand for strategic agricultural materials. 
These data are used by ODM committees in developing the basie studies and 
initial recommendations on which the Interdepartmental Materials Advisory 
Committee bases its final recommendations to the Director of ODM. 

The Department provided representation on a number of ODM interdepart- 
mental advisory committees concerned with stockpile objectives, procurement 
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policy, supporting programs and a wide variety of matters affecting the nature 
and operation of the stockpile program. 

At the request of the Special Economic Subcommittee on Minerals, Materials, 
and Fuels of the Senate Committee on Interior and Insular Affairs, a detailed 
study was prepared and submitted to the committee on strategic raw materials of 
agricultural or animal origin to determine the accessibility and availability of 
these materials to the United States from the Western Hemisphere in time of 
war. 

In covering the broad field of strategic and critical materials, agricultural 
products occupy an important part. The study covered 39 items in the following 
categories: Chemicals, cordage fibers, forest products, oils, rubber, textiles, 
and such miscellaneous items as hog bristles, waterfowl feathers and down, 
pepper, tobacco, and wheat. Many of the items covered in the study are included 
in the current Office of Defense Mobilization list of strategic and critical ma- 
terials for stockpiling, or are, or may become, suitable substitutes. 

A chart was prepared also showing the current position of each of the 39 
items, the action required in the United States or Western Hemisphere to 
improve the availability of the material, or substitute, in or to the United 
States, together with the substitute or potential substitute for each material. 

Additional extensive reports were prepared at the request of the committee 
covering imports and United States production of agricultural products, and a 
report on the domestic wool situation and its relation to the wool-producing 
eountries of the world. 


(b) Research and experimental programs 
(1) Chemicals 


(a) Belladonna.—The stockpile of belladonna seed sufficient to grow about 80 
percent of the average annual requirements was maintained. Small plantings 
are grown to compensate for viability loss of the seed. In the event of an emer- 
gency the seed can be placed in the hands of experienced growers in areas known 
to be suitable for production of belladonna. 

(b) Opium.—Germination tests were made on the opium poppyseed held for 
emergency plantings. This seed was produced in 1951 but the viability was 
found to be satisfactory for planting a commercial crop. The decrease in viabil- 
ity is very slight. The poppyseed stockpile, together with the method now de- 
veloped for extracting morphine from dry capsules, provides a basis for produc- 
ing a substantial portion of the national morphine requirement within 2 or 8 
years after declaration of an emergency. The Northern Utilization Research 
Laboratory has done the work on extraction of morphine from dry poppy cap- 
sules. 

Ertraction.—The development of a practical commercial process for the ex- 
traction and purification of morphine direct from poppy straw has been com- 
pleted. This process obviates the necessity of preparing opium from the plant, 
a step requiring too much costly hand labor to be used in the United States. 

The product has been evaluated and accepted by two large pharmaceutical 
houses. Application has been filed for a public-service patent on the process. 

(ec) Pyrethrum.—A small amount of breeders’ seed is being maintained as 
basie stock. This is not a sufficient quantity for starting a significant commer- 
cial production program on short notice in the United States. 


(2) Cordage fibers 


(a) Abaca.—The series of long-term experiments on abaca is being continued 
by Department specialists located in Latin America. Emphasis is being placed 
on finding resistance to the vascular disease of Panama wilt. Two available 
varieties have satisfactory resistance but are otherwise less desirable than the 
Bungulanon variety which is susceptible. An intensive breeding program in- 
volving hybridization between cuitivated varieties and seedings resulting from 
open pollination has been inaugurated. 

The research program has resulted in increased yields. The work is coopera- 
tive between the Agricultural Research Service and the General Services 
Administration. 

(b) Hemp.—The current plantings are designed to give more information on 
the growing of this crop. Work is also continuing on developing adapted mo- 
noecious strains, which are earlier in maturing. The work on seed storage is 
being continued. A recent germination test of seed stored under conditions of 
low seed moisture (6 percent) and low temperature (50° F. or lower) shows that 
it has maintained its original viability after more than 5 years. 
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The major obstacles to expanding the hemp industry appear to be high pro- 
duction cost and the variable quality of dew-retted fiber. The cooperative re- 
search program involves the Agricultural Research Service and the Wisconsin 
and Kentucky Agricultural Experimert Stations. 

(c) Kenaf—The main emphasis on kenaf has been on finding resistance to 
Colletotrichum tip blight. Some strains carrying more resistance are now avail- 
able. Different races of the organism have been found in Florida, which means 
that resistance to each one will have to be found. Resistant-breeding material 
has been found for races Nos. 1 and 8 but not for race No. 2. Work is continuing 
on the development of field ribboning equipment. A new ribboner, embodying 
improved features, was developed in 1953 and it is being further improved for the 
1954 harvest. ' 

Despite encouraging developments in breeding and field ribboning, commercial 
production still faces the obstacle of further perfection of mechanical processing 
of the fiber. The cooperative research program is conducted by the Agricultural 
Research Service and the Florida Agricultural Experiment Station. 

(d) Phormium.—Phormium is the only hard cordage fiber that gives promise 
of commercial plantings outside the Tropics and sub-Tropics. It grows well in 
many areas along the Oregon and northern California coasts. It has been found 
that phormium wil! yield up to 17 percent of dry fiber based on greenleaf weights. 
This compares with an average of 3 percent in other fiber plants. Recent strength 
tests indicate that phormium fiber is not as strong as that from sisal. 

Although it has been demonstrated that phormium is adapted to the Pacific 
west coast, data are lacking as to cost of production and economic feasibility of 
competing with other crops there for available land. The Agricultural Research 
Service’s program is cooperative with the Oregon and California Agricultural 
Experiment Stations. 

(e) Sansevieria.—Progress has been made on the field-scale planting of a cold- 
tolerant species of sansevieria which will provide, for the first time, sufficient 
material for pilot-plant studies. 

Approximately 7 acres have been planted with leaf cuttings and the crop is 
growing well. This planting has enabled engineers to test experimental leaf 
cutting and transplanting machinery under field conditions. It has been found 
that proper fertilization not only increases fiber yields but also results in the 
plants having greater cold tolerance. At this time no major obstacles to further 
research progress are evident. The work is cooperative between the Agricultural 
Research Service and the Florida Experiment Station. 

(3) Tanning materials ° 

Canaigre.—Approximately 85 percent of our domestic requirements of vegetable 
tannins are imported. Many domestic sources of these tannins have been 
explored but each, for one reason or another, has not so far proven acceptable. 

Canaigre, a desert root, yields a vegetable tannin of the same type as que- 
bracho, one of our main imported tannins. A process, overcoming the sugar and 
starch content of the root, has been developed. The resulting tannin has been 
evaluated by tanning hides and given a practical test to the resulting sole leather. 
The process, while requiring some special equipment, can be readily installed. 

The yield of roots per acre and the fact that the roots can be grown on low- 
priced land and that it is possible to obtain high-quality tannins hold promise 
of a domestically available source of a high-grade vegetable tannin. 

Production.—Field work was continued with canaigre in order to obtain more 
information on proper cultural practices and harvesting methods. Some har- 
vesting of 1- and 2-year-old crops was done in early June. Approximately 40 
acres of 1- and 2-year-old canaigre plants are under cultivation and of these 
30 acres are being harvested in order to obtain 50 tons of dried roots for the 
Eastern Utilization Research Branch. 

The breeding for improvement work is continuing with emphasis on root yield, 
tannin content and purity, and disease resistance. Progress is being made in 
providing a sound basis for producing canaigre as a farm crop, but intensive 
work is needed on variety improvement to obtain pure strains that can be propa- 
gated either from roots or seed. The Arizona Agricultural Experiment Station 
cooperates in production research and the Eastern Utilization Research Branch 
earries on extraction and tannin studies. 


(4) Oils—Castor beans 


Production.—Breeding and testing of new inbred and hybrid castor beans were 
continued in the various production centers. Newly discovered information on 
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male sterility is being used extensively in the breeding program for improving 
hybrid castor beans and reducing the cost of hybrid seed. Disease resistance is 
being emphasized to reduce losses in present production areas and permit exten- 
sion of the crop into new areas. Loss of seed during harvesting, particularly 
when machines are used, results in a serious problem of volunteer plants in crops 
following castor beans. Varieties which resist capsule dropping are being devel- 
oped and studies are in progress to reduce the cost of eliminating volunteers. 
State experiment stations and commercial companies are cooperating in testing 
new varieties for release to growers. The research program has contributed to 
the establishment of castor beans as a crop through improvement and testing of 
varieties, including hybrids, that produce higher yields and are adapted to 
machine harvest. Production is not yet stabilized in specific areas and continued 
research is needed to provide a sound basis for permanent production. 

Mechanization.—Continued refinements were made on the one-row semimounted 
castor bean harvesters having huller-cleaner built in. This is the first castor bean 
stripper-harvesting machine built in this country which hulls the beans during 
the harvesting operation. The refinements will be completed in time for the 1954 
harvest. 

Considerable interest has been shown by commercial concerns in adapting the 
USDA huller-cleaner to their combines. The close working contact being main- 
tained with several companies interested in further developing castor bean har- 
vesting and hulling equipment is evidence of the effectivness of the present. 
program. Cooperative work is being performed at present with three companies 
in Texas, Oklahoma, and California. 

Major problems encountered are similar to any machinery development where 
thé small number of machines needed do not justify large expenditures for exten- 
sive machine fabrication and field testing. Design changes are frequent with 
variety testing until standard varieties are adopted. At the present time the 
loss of beans during harvesting, even with the best experimental machines, is 
excessive, resulting in serious volunteer growth problems during the following 
seasons. 


(5) Rubber 


The Department of Agriculture has had two principal rubber programs: 
(1) Research on guayule and other rubber-bearing plants in the United States; 
(2) research and technical guidance of an economic plantation rubber industry 
in the Western Hemisphere. 

With guayule, the main emphasis has been on establishing the more promising 
breeding stocks in permanent field plantings for maintenance and partial testing. 
This has been done because of reduction in available funds. The program is to 
be maintained on a standby basis. 

The rubber program in Latin America has been so planned as to develop strains 
which can be planted and grown as seedlings that will combine disease resistance 
with high yield. Real progress has been made in this direction by using the 
latest breeding techniques. 

The domestic program has been effective in developing new hybrid strains 
with 25 to 50 percent greater yield. The combination of high yield with disease 
resistance and the development of efficient transplanting techniques to assure 
stand establishment in low-cost areas of southwest Texas are major obstacles 
that are yet to be overcome. 

Effective use of three-component trees consisting of vigorous rootstock, high- 
yielding stems, and disease-resistant tops has been successful in assuring safe 
rubber production in Latin America even in the presence of leaf disease. The 
breeding program to combine vigor, high yield, and disease resistance has been 
organized effectively but will require several years for success. Lack of sus- 
tained local support in some countries has been a major obstacle to the develop- 
ment of rubber production in Latin Ameriea. 

Work on Hevea in Latin America is financed by the Foreign Operations Admin- 
istration and conducted in cooperation with FOA missions in nine countries. 
Appropriate agencies of the departments of agriculture in the respective coun- 
tries were included in the cooperation. Research on the biochemical formation 
of rubber in Hevea was supported by the Quartermaster Corps of the Army. 


(6) Textiles—Ertra long staple cotton 
The new American-Egyptian variety, Pima S-1, is being grown for the first 
time throughout Arizona, while Pima 32 is grown in New Mexico and western 
Texas. Evideice so far indicates that Pima S—1 is superior in most character- 
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istics to Pima 32. Grade improvements of machine-picked extra-long-staple 
cotton have been obtained by artificial drying and overhead cleaning of seed 
cotton concurrently with ginning and by lint cleaning after ginning, but prior 
to pressing. 

The spinning industry has tested and approved the quality of the new variety. 
Further research is needed as to how production and processing costs may be 
lowered sufficiently to meet competition from foreign growths and synthetics. 
The Agricultural Research Service’s program is cooperative with the Arizona, 
New Mexico, and Texas Agricultural Experiment Stations. 

Barter.—While the barter program, carried out under authority of the Com- 
modity Credit Corporation Charter Act, is not a part of the defense measures 
assigned to the Department of Agriculture by Defense Mobilization Order I-9, 
the program supports defense activities and the stockpiling of strategic and 
critical materials by the exchange of surplus agricultural commodities for 
materials produced abroad. A summary of barter transactions is therefore in- 
cluded for the committee’s information. 

There was mounting interest in the barter program and a substantial increase 
in the number of barter transactions during the year. 

Thirty transactions were consummated under authority of the Commodity 
Credit Corporation Charter Act, as amended, involving the exchange primarily 
of wheat, and some corn, flaxseed, grain sorghums, tobacco, cottonseed oil, and 
peanuts for foreign-produced strategic and critical materials for the national 
stockpile and nonstrategiec materials to meet overseas program needs of other 
Government agencies. Full market prices as determined by CCC were obtained 
and the total exchange value involved was approximately $37,495,000. During 
the peried from the inception of the barter program to June 30, 1954, the total 
value of commodities exchanged under this program was approximately 
$109,435,548. 

The Agricultural Trade Development and Assistance Act of 1954, passed by 
the last Congress, is expected to give additional impetus to the barter program 
and provide even broader outlets for surplus agricultural commodities. 

5. WILD LAND FIRE CONTROL 

The Department of Agriculture is cooperating with various agencies in ecarry- 
ing out research and planning relating to defense against fire, including the 
effects of modern weapons on forests and other natural environments. An ex- 
ample of these projects is Operation Firestop, a 1-year program started in 
January 1954. 

The problem to which Operation Firestop is directed is the inadequacy of con- 
ventional methods in controlling mass fire in either urban or wild-land areas. 
The immediate purpose of the project is to provide fire-control agencies with 
new aids to mass fire prevention and control. First findings from tests were 
demonstrated at a test site at the Camp Pendleton Marine Base, San Clemente, 
Calif., on August 26 and 27. 


6. CONTINUITY OF ESSENTIAL FUNCTIONS OF THE DEPARTMENT OF AGRICULTURI 


Responsibilities for carrying out provisions of Defense Mobilization Order I-9 
pertaining to “development and maintenance of plans to insure the continuity of 
the essential functions of the Department in event of attack on the United States” 
were assigned by Secretary’s Memorandum 1346, Supplement 2, to the Admin- 
istrative Assistant Secretary and at the same time a departmental committee 
was set up to assist in planning for continuity of the essential functions of the 
Department. 

Following consultation with representatives of the Office of Defense Mobiliza- 
tion, instructions were prepared and all agencies of the Department were re- 
quested to submit to the committee certain information essential to the prepa- 
ration of an overall Department plan. Such a plan was presented to the ODM 
on August 17, 1954, for its consideration. Upon approval of the overall plan, 
further details necessary for its implementation will be perfected, including the 
extension of such plan to individual agency needs beyond those centered at the 
national emergency headquarters. 

A second important problem has been the location of a satisfactory site for 
the national headquarters, with adequate facilities of the many kinds needed 
for effective operations. A number of sites were considered and it now appears 
reasonably certain that negotiations will be completed during September for a 
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relocation site for use as a national headquarters office. It is anticipated that 
essential records can be filed at the new site very quickly and certain other 
contractual arrangements will be consummated to be held in readiness on a 
standby basis. 


SuMMary or STANDBY ProGRAMS DesiGNED To Meet Future EMERGENCIES 


All of the programs in the foregoing discussion are designed to contribute to 
long-range defense planning and to build up the Department’s readiness for 
future emergencies. Some of these programs have a continuing peacetime 
significance and usefulness. 


OBJECTIVES OF DEFENSE PROGRAM 


The Department of Agriculture will continue to carry out its delegated re- 
sponsibilities under the Defense Production Act, as amended, and other defense- 
related authorities in accordance with the objectives of such enabling legisla- 
tion. Recognizing that preparedness for a future war means planning in 
advance, since unlike World Wars I and II, we may not have an opportunity 
to plan if the conflict starts, it is the purpose of the Department to proceed as 
rapidly as possible with its defense-mobilization planning in order to insure the 
availability of necessary food supplies to cover requirements and to insure the 
proper distribution of food in all stages of mobilization, including full mobiliza- 
tion with attack on the United States. 


ORGANIZATION FOR DEFENSE MOBILIZATION 


Attention was given during the past year to the reassignment of responsi- 
bilities within the Department of Agriculture for defense-mobilization functions. 
It was determined that the work should be carried out on a decentralized basis 
wherever possible with sufficient central coordination to insure an integrated and 
consistent effort. This assignment took into account the fact that many defense- 
mobilization activities also have continuing usefulness and can be carried out in 
close association with other regular functions of USDA. 

Secretary’s Memorandum 1346 (exhibit 3) assigns within the Department of 
Agriculture both decentralized functions and the central coordinating functions 
relating to the responsibilities of USDA under the Defense Production Act and 
Executive Order 10480, Universal Military Training and Service Act, National 
Security Act, Strategic and Critical Materials Stock Piling Act (and related 
authorities), the North Atlantic Treaty and export control legislation. 

The Commodity Stabilization Service is given responsibility for the central 
coordination of these functions on a departmentwide basis with two exceptions: 
(a) Coordination of functions relating to international matters is a responsibility 
of the Foreign Agricultural Service. (These international functions, including 
USDA’s responsibilities with respect to the North Atlantic Treaty Organization 
and export control, are not covered in this report.) 

(b) Departmentwide coordination of functions relating to continuity of USDA 
operations in an emergency is assigned to the Administrative Assistant Secretary 
by Secretary’s Memorandum 1346, Supplement 1 (exhibit 4). He carries out 
these responsibilities in cooperation with the various agencies of the Department 
and effects overall coordination through a committee established in the Secre- 
tary’s Office by Secretary’s Memorandum 1346, Supplement 2 (exhibit 5). 

Although not covered in this report, civil-defense responsibilities of USDA are 
coordinated by the Assistant to the Under Secretary in accordance with Secre- 
tary’s Memorandum 1350 (exhibit 6). This memorandum also assigns the respon- 
sibility in USDA for emergency feeding to the Agricultural Marketing Service 
poet is, however, directed to cooperate with the Commodity Stabilization 

ervice. 
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Exutsir 1 
I-Gen—DMO-9 
February 25, 1954 


EXECUTIVE OFFICE OF THE PRESIDENT, OFFICE OF DEFENSE MOBILIZATION 


DEFENSE MOBILIZATION ORDER I-9 


Subject: Assignment of defense mobilization responsibilities to the U. 8S. Depart- 
ment of Agriculture 


By virtue of the authority vested in me pursuant to the National Security Act 
of 1947, as amended; Reorganization Plan No. 3, effective June 12, 19538; the 
Defense Production Act of 1950, as amended; Executive Order 10480 of August 
15, 1953; the Strategic and Critical Materials Stock Piling Act of 1946, as 
amended; and in order to facilitate the coordination of Federal policies and 
programs for current defense activities and readiness for any future mobilization, 
it is hereby ordered: 

1. The Secretary of Agriculture will be responsible for the development and 
administration of preparedness measures relating to food and the domestic 
distribution of farm equipment and commercial fertilizer. Such preparedness 
measures should be undertaken within a work program which is consistent with 
the defense mobilization assumptions and objectives for the Government as a 
whole. It should also take account of the delegation of authority and respon- 
sibility from Federal Civil Defense Administration. To assure consistency 
with the mobilization program as a whole, the proposed work program will be 
submitted to the Director of the Office of Defense Mobilization for review. 

2. The measures for which the Secretary of Agriculture is responsible are as 
follows: 

(a) Periodic evaluation of the estimated requirements (including military, 
export, and civilian) and supplies of food (including probable imports), as 
defined by Executive Order 10480, together with related nonfood materials and 
facilities for the current period and for full mobilization, so as to permit the best 
use of resources and the identification of any deficiencies in the mobilization 
base. 

(bd) Current activities relating to the expansion of productive capacity and 
supply; recommendations for the establishment or modification of expansion 
goals and the programs needed to meet those goals in order to overcome defi- 
ciencies in the mobilization base; screening and making recommendations on 
requests for rapid tax amortization and for loans and procurement contracts 
under the Defense Production Act and maintaining the records required to meas- 
ure progress in achieving expansion goals. 

(c) Cooperation with other departments and agencies in correcting apparent 
deficiencies in food processing or distribution capacity or the capacity of sup- 
porting industries such as fertilizer, farm machinery, chemicals, and containers ; 
consideration of mobilization requirements in planning and carrying out regular 
programs of the U. S. Department of Agriculture. 

(d) Development of standby controls relating to food allocation and distribu- 
tion, and the domestic distribution of farm equipment and commercial fertilizer 
designed to insure rapid and orderly conversion to meet needs arising from full 
mobilization, or full mobilization with atomic attack; cooperation with the Office 
of Defense Mobilization and other appropriate agencies in planning other dis- 
tribution controls applicable to food requisites. 

(e) Cooperation with the Office of Defense Mobilization in developing stabiliza- 
tion measures for food which would be suitable in the event of full mobilization, 
or full mobilization with atomic attack. 

(f) Cooperation with the Department of Labor and other agencies to insure 
the availability of manpower needed to carry out the food program currently 
and in full mobilization, including full mobilization with atomic attack. 

(g) Assistance to the Office of Defense Mobilization in formulating plans for 
the stockpiling of critical and strategic materials and, to the extent necessary, in 
the acquisition of such materials and the expansion of domestic sources of supply. 

(h) Guidance and leadership in the development of plans and programs to 
insure continuity of operation of vital food facilities in event of attack. 

(4) Development and maintenance of plans to insure the continuity of the 
essential functions of the Department in event of attack on the United States. 
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3. The work program to be undertaken by the Department of Agriculture shall 
indicate the priority and scope of the work to be carried on in the assigned areas. 
Periodic reports of progress shall be submitted as requested. 

4. This Order is not intended to affect any delegation of authority heretofore 
conferred upon the Secretary of Agriculture. 

OFFICE OF DEFENSE MOBILIZATION, 
ARTHUR S. FLEMMING, Director. 





ExHIsiT 2 
UNITED STATES DEPARTMENT OF AGRICULTURE 
WasHrnerTon, D. C., September 1954. 


AGRICULTURE'S DEFENSE ACTIVITIES, SEPTEMBER 1953-SEPTEMBER 1954 REPORT FOR 
JOINT COMMITTEE ON DEFENSE PRODUCTION 


THE SUPPLY SITUATION 
Nonfood materials, facilities, and manpower 


Farm machinery and operating supplies —The supply was ample and no short- 
ages were reported. Farmers had a choice of many new models of various types 
of equipment which were introduced during the year with advanced technology, 
such as power steering and improved hydraulic controls. Farmer buying, which 
increased steadily after World War II, dropped after the Korean emergency and 
leveled off at a lower point. 

It is estimated that farm-machinery production during the calendar year 1953 
dropped approximately 10 percent, from $1.9 billion to $1.7 billion. Although 
farm-machinery production in total decreased, there were some particular types 
of equipment on which retail sales increased. This was particularly true in the 
ease of forage harvesters, which reflected the change in the method of handling 
forage crops. Retail sales of portable irrigation equipment also increased sub- 
stantially. From relatively modest saies of approximately 1 million pounds in 
1946, the output of portable irrigation systems increased to over 40 million 
pounds in 1953. This is an increase of approximately 40 percent over the pre- 
ceding year and about triple the sales of 1949. 

Crawler tractor production in the calendar year 1953 increased by approxi- 
mately 4,000 units from the 47,500 units produced in 1952, or an 8.6-percent 
increase in unit shipments. Dollarwise, the value of shipments increased approxi- 
mately $48 million, or 17.1 percent. While there was some change in the produc- 
tion pattern of crawler tractors, much of the increase in monetary value came 
as a result of price increases rather than strictly a change in pattern. 

The extensive study on full mobilization replacement requirements for farm 
machinery and equipment reveals that, starting in 1954, there will be needed for 
replacement probably more equipment than is being sold for increased mechaniza- 
tion. The proportion of equipment purchased for replacement has increased 
substantially over the past 3 years and should conti:ue to rise. This means 
that the rate of increase in mechanization of the farm plant is slowing down 
and may slow down more in the vears to come. There have been substantial 
increases also in the number of farms maintaining 2 and 3 tractors. While the 
aggregate proportion of equipment for replacement has increased substantially, 
the proportion by item of equipment varies considerably. On some items, such 
as portable elevators, replacement. requirements range as low as 15 percent but 
the requirements in certain items of dairy equipment constitute practically 
the total retail sales of manufacturers. 

Truck production during the calendar year 1953 was somewhat lower than in 
the preceding year but supplies were plentiful. It is expected that within the 
near future automatic transmissions will be available in all truck weight groups. 

Tires of all kinds have been in free supply during the past year. Barring any 
change in defense requirements, no shortages are anticipated in the near future. 
Likewise, fuels including gasoline, distillate fuel oil, and LP gas were in plentiful 
supply. Stocks of gasoline in particular were at record levels. 

Rapidly increased mechanization of agriculture has made farmers very de- 
pendent on steady supplies of petroleum products. Studies show that farm 
tractors, automobiles, and trucks used only 0.8 billion gallons of liquid petroleum 
fuels in 1920, but by 1951 consumption by these machines had increased to over 
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7 billion gallons. Since 1951 consumption has continued to increase. Defense 
planning for agriculture must recognize these fundamental changes. 

Building materials were in free supply during the year and prices generally 
dropped slightly. Lumber stocks at the end of April 1954 were more than 1 
billion board-feet higher than 1 year earlier. 

The value of farm construction during the last half of the year 1954 is esti- 
mated at $751 million compared with $833 million for the same period in the 
previous year, or a decline of almost 10 percent. Total expenditures for overall 
new construction, however, rose to a record level of $16.6 billion, slightly more 
than the first-half total of the previous year. 

Fertilizer—The supply of commercial fertilizer available in the fiscal year 
1954 was approximately 23 million tons, and contained.an estimated 1.916 mil- 
lion tons of nitrogen (N), 2.325 million tons of available phosphoric oxide 
(P,0;), and 1.830 million tons of potash (K,O), or an aggregate of 6.071 million 
tons of primary plant nutrients. This quantity reflects a 7.5-percent increase 
over 1952-53 consumption and is 2 percent above the 1952-53 supply. 

The consumption of plant nutrients has progressively increased over the pre- 
vious years and the 1953-54 supply was approximately double the 1945-46 
consumption. 

The 1954 supply of fertilizer had an estimated market value of about $1.160 
billion, and is conservatively estimated to have contributed about 25 percent to 
the value of crops produced on farms. 

Pesticides —The overall supplies of insecticides, fungicides, and weed killers 
for domestic use during the 1954 season has been fairly large despite somewhat 
lower production. Ample capacity exists for production of all anticipated re- 
quirements of major items. Ordering for the current growing season generally 
has been slow. If a serious epidemic should become widespread, larger tonnages 
of pesticidal formulations would be needed promptly by growers. This situa- 
tion could be serious in cases where formulators have bought only enough stocks 
to meet current needs. However, so far, no shortages have been reported. 

Diversion of acreage in 1954 to crops other than cotton, wheat, and corn, 
is not expected to affect pesticides consumption except locally. For the country 
as a whole, weather is likely to influence infestations much more than shifts 
in acreage. 

Food processing and containers.—The easing in the supply of industrial mate- 
rials which occurred during the year, resulting in greater availability of ma- 
chinery, made it possible for food processors to accelerate modernization of their 
plants to meet present requirements for better foods. Trade sources report that 
in 1953, of the capital invested by food manufacturers, 59 percent went for 
modernization, 41 percent for expansion. It is estimated that in 1954, 63 percent 
of capital investment by food processors will go to modernization and 37 percent 
for expansion. 

Throughout the year, the supply of all types of food containers and the material 
from which they are made was adequate to meet all requirements and for most 
types of containers the supply was abundant. 

The highly competitive market in the food container field has stimulated re- 
search and development to produce better containers at more attractive prices. 
The combined efforts of food processors and container manufacturers have 
resulted in improvements in metal cans, glass containers, and outstanding im- 
provements in plastic containers and wraps. Some examples of container 
improvements made during the year are in the steel sheet for metal cans which 
permits a lighter gage metal with greater strength characteristics. Tinplate 
mills also are producing differently coated electrolytic plate with one weight 
of tin coating on one side and another on the other side. Formerly, the can was 
coated the same on both sides. In the food wrap field, plastic film of two differ- 
ent types is being laminated together making the desirable characteristics of 
both films available in one sheet for packaging food items, some of which 
formerly required metal or glass containers. 

Plastic film in its various types and laminates is the fastest growing segment 
in the food container and packaging field and is closely related to the growth 
in self-service merchandising. Expansion of production facilities has been 
moving forward rapidly during the year. Some new facilities were brought into 
production and many new plants are in various stages of construction. The 
increased production expected in the next few years assures the United States 
of an adequate supply to meet a greatly expanding demand. 

The supply of baler and binder twines was ample for last year’s grain and 
forage harvest. For the period October 1953 through May 1954, domestic 
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manufacturers’ sales of baler twine were 25 percent higher than during the 
corresponding period the year before. Imports of baler twine during this period 
were 146 percent higher than the previous year. Imports of binder twine were 
up approximately 11 percent. 

Manufacturers’ inventories of baler twine at the end of May 1954 were at 
the same high level as in the previous year. While binder twine inventories were 
off 30 percent from last year, inventories appear adequate to assure a satis- 
factory distribution for the 1954 harvest. 

Manpower.—Production prospects declined during July 1954 for many of the 
later growing crops as a result of searing temperatures and short rainfalls which 
were rather general over much of the country. The net result is an aggregate 
volume of all crops about 5 percent less than expected on July 1 and the com- 
posite yield index of all crops also fell 5 points. Farm labor supplies were gen- 
erally adequate in most areas but some States continue to report shortages of 
qualified year-round help. The longtime downward trend in the size of the farm 
work force appeared to be leveling off somewhat. In July 1954 family workers 
were down about 100,000 from a year ago and there were about 50,000 fewer 
hired workers. During the survey week of July 18-24 there were 9,238,000 people 
working on farms. The July average for the period 1948-52 was 10,513,000 
persons. 

Estimates of the quantities of farm labor used in the previous year and the 
prospective quantity needed in the current year are prepared annually and made 
available to the Farm Placement Service, Department of Labor, and to others 
concerned with seeing that our farm labor supplies are sufficient for our needs. 
The 1954 report indicates that if August 1 crop prospects materialize, and if 
livestock production is near current estimates, around a half billion, or about 
3 percent, fewer man-hours of labor will be used for farm work in 1954, as com- 
pared with last year. Reductions in acreage of some of the crops under allot- 
ment, particularly cotton, are largely responsible for lower labor needs this year. 
Less labor for these crops was partly offset by greater needs for some other 
crops and for most kinds of livestock. 

A study is almost completed to develop techniques for making accurate and 
timely estimates of requirements for farm workers in local areas. This study was 
conducted in Baldwin County, Ala., in cooperation with the Bureau of Employ- 
ment Security, Department of Labor. 

Reports on studies of migratory farm labor in Florida and New York are in 
final manuscript form. These, together with an earlier published report for the 
Maryland Eastern Shore, probably will comprise the most complete documenta- 
tion of the Atlantic coast migration yet available. 

Other reports on special labor studies recently released include three analyses 
of unemployment and partial employment of hired farm workers living in selected 
towns and cities of Louisiana, New Mexico, and Arkansas. 

The Department of Labor reports that farm placements for the first 6 months 
of 1954 were slightly higher than for the same period in 1953. The rate of 
contracting of Mexican nationals to date this year has increased considerably 
resulting to a large degree from increased efforts by the Immigration Service to 
eliminate the illegal migration of Mexican braceros. Mexican nationals con- 
tracted through August 15 total 139,097. This compares with a total of about 
67,000 for the corresponding period in 1953. 





Exuis!t 3 
UnitTep States DEPARTMENT OF AGRICULTUBE 
OFFICE OF THE SECRETARY 
WasnHineton 25, D. C., March 3, 1954. 
MEMORANDUM No. 1346 


ASSIGNMENT OF PEFENSE MOBILIZATION FUNCTIONS WITHIN THE U. 8. DEPARTMENT OF 
AGRICULTURE AND RELATED DELEGATIONS OF AUTHORITY 


A. Purpose.—The purpose of this memorandum is to assign responsibility and 
to delegate authority within the U. S. Department of Agriculture for the adminis- 
tration of designated defense mobilization functions assigned or delegated to the 
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Secretary of Agriculture or the Department in Executive orders and defense 
mobilization or other directives under the Defense Production Act of 1950 as 
amended, the Universal Military Training and Service Act, the National Security 
Act, the Export Control Act, and the Strategic and Critical Materials Stock 
Piling Act. 

B. Explanation of Attached Schedule—The attached schedule, which is a 
part of this memorandum, indicates the assignment of major defense mobiliza- 
tion functions within the U. S. Department of Agriculture. Functions have been 
decentralized whenever possible, although some central coordination is necessary 
in order to provide a balanced and integrated program. Responsibility for cen- 
tral liaison and coordination is placed in the Commodity Stabilization Service. 
Coordinating functions are listed in the right-hand column of the schedule. The 
remaining functions are listed in the left-hand column together with the name 
of the responsible Service or other agency. Functions are arranged according to 
the legal authority under which they are conducted. 

C. Oficial Responsibility.— 

1. Acting under general supervision of the appropriate Assistant Secretary or 
group director, the head of each Service or other agency of the Department 
designated in the schedule shall see that the defense mobilization functions as- 
signed to his agency are carried out. The necessary authority is hereby delegated 
to him. He may, at his discretion, reassign or redelegate such responsibility and 
authority within his agency. 

2. Close cooperation will be necessary among all officials of the Department to 
whom these assignments and delegations are made. It is suggested that the 
head of each agency named designate an official to serve as liaison on such mat- 
ters with other agencies so as to facilitate central coordination. 

D. General—This memorandum supersedes Secretary’s Memorandum No. 
1270 of September 15, 1950, “Delegation of Functions under the Defense Pro- 
duction Act” as revised on March 9, 1951, and Secretary’s Memorandum No. 
1283 of February 26, 1951, “Assignment of Manpower Responsibilities.” Other 
documents are superseded to the extent they are inconsistent, but nothing in this 
memorandum shall affect the validity or force of actions taken under previous 
assignments of responsibility or delegations of authority relating to defense 
mobilization functions. 

True D. Morse, 
Acting Secretary. 
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ExHIsit 4 
Unitrep STaTes DEPARTMENT OF AGRICUTURE 
OFFICE OF THE SECRETARY 
WASHINGTON 25, D. C., March 12, 1954. 
MEMORANDUM No, 1346, SUPPLEMENT 1 


ASSIGNMENT OF DEFENSE MOBILIZATION RESPONSIBILITIES TO THE U. 8. DEPARTMENT 
OF AGRICULTURE UNDER DEFENSE MOBILIZATION ORDER I-9 


Defense Mobilization Order I-9 (copy attached) assigns designated defense 
mobilization responsibilities to the U. 8. Department of Agriculture, to be under- 
taken within a work program which the Department will develop and submit to 
the Director of the Office of Defense Mobilization tor review. 

The provisions of DMO I-9, and the related work program, except that pro- 
vided for in paragraph “2-i,” will be carried out in the Department in accordance 
with the assignment of functions and the delegations of authority specified in 
Secretary’s Memorandum 1346 of March 3, 1954. 

Measures to carry out the provisions of paragraph “2-i” of DMO I-9 pertain- 
ing to “Development and maintenance of plans to insure the continuity of the 
essential functions of the Department in event of attack on the United States” 
shall be developed under the general direction of the Administrative Assistant 
Secretary. 

Ezra Tarr Benson, Secretary. 


1-Gen—DMO-9 
February 25, 1954 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
DEFENSE MOosILIzATION OrpER I-9 


Subject: Assignment of defense mobilization responsibilities to the U. S. Depart- 
ment of Agriculture. 

By virtue of the authority vested in me pursuant to the National Security Act 
of 1947, as amended; Reorganization Plan No. 3, effective June 12, 1953; the 
Defense Production Act of 1950, as amended ; Executive Order 10480 of August 15, 
1953 ; the Strategic and Critical Materials Stock Piling Act of 1946, as amended ; 
and in order to facilitate the coordination of Federal policies and programs for 
current defense activities and readiness for any future mobilization, it is hereby 
ordered : 

1. The Secretary of Agriculture will be responsible for the development and 
administration of preparedness measures relating to food and the domestic dis- 
tribution of farm equipment and commercial fertilizer. Such preparedness 
measures should be undertaken within a work program which is consistent with 
the defense mobilization assumptions and objectives for the Government as a 
whole. It should also take account of the delegation of authority and respon- 
sibility from Federal Civil Defense Administration. To assure consistency with 
the mobilization program as a whole, the proposed work program will be sub- 
mitted to the Director of the Office of Defense Mobilization for review. 

2. The measures for which the Secretary of Agriculture is responsible are as 
follows: 

(a) Periodic evaluation of the estimated requirements (including military, 
export, and civilian) and supplies of food (including probable imports), as 
defined by Executive Order 10480, together with related nonfood materials and 
facilities for the current period and for full mobilization, so as to permit the 
best use of resources and the identification of any deficiencies in the mobilization 
base. 

(b) Current activities relating to the expansion of productive capacity and 
supply ; recommendations for the establishment or modification of expansion goals 
and the programs needed to meet those goals in order to overcome deficiencies 
in the mobilization base; screening and making recommendations on requests 
for rapid tax amortization and for loans and procurement contracts under the 
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Defense Production Act and maintaining the records required to measure prog- 
ress in achieving expansion goals. 

(c) Cooperation with other departments and agencies in correcting apparent 
deficiencies in food processing or distribution capacity or the capacity of sup- 
porting industries such as fertilizer, farm machinery, chemicals, and containers ; 
consideration of mobilization requirements in planning and carrying out regu- 
lar programs of the U. S. Department of Agriculture. 

(d) Development of standby controls relating to food allocation and distribu- 
tion, and the domestic distribution of farm equipment and commercial fertilizer 
designed to insure rapid and orderly conversion to meet needs arising from full 
mobilization, or full mobilization with atomic attack; cooperation with the 
Office of Defense Mobilization and other appropriate agencies in planning other 
distribution controls applicable to food requisites. 

(e) Cooperation with the Office of Defense Mobilization in developing stabili- 
zation measures for food which would be suitable in the event of full mobiliza- 
tion, or full mobilization with atomic attack. 

(f) Cooperation with the Department of Labor and other agencies to insure 
the availability of manpower needed to carry out the food program currently 
and in full mobilization, including full mobilization with atomic attack. 

(7g) Assistance to the Office of Defense Mobilization in formulating plans for 
the stockpiling of critical and strategic materials, and to the extent necessary, 
in the acquisition of such materials and the expansion of domestic sources of 
supply. 

(h) Guidance and leadership in the development of plans and programs to 
insure continuity of operation of vital food facilities in event of attack. 

(i) Development and maintenance of plans to insure the continuity of the 
essential functions of the Department in event of attack on the United States. 

3. The work program to be undertaken by the Department of Agriculture shall 
indicate the priority and scope of the work to be carried on in the assigned areas. 
Periodic reports of progress shall be submitted as requested. 

4. This Order is not intended to affect any delegation of authority heretofore 
conferred upon the Secretary of Agriculture. 

OFFICE OF DEFENSE MOBILIZATION, 
ARTHUR S. FLEMMING, Director. 





OXHIBIT 5 
Unrtrep STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 
WASHINGTON 25, D. C., March 25, 1954. 
MEMORANDUM No. 1346, SupPLEMENT 2 


ASSIGNMENT OF RESPONSIBILITY FOR DEVELOPMENT AND MAINTENANCE OF PLANS TO 
INSURE THE CONTINUITY OF THE ESSENTIAL FUNCTIONS OF THE DEPARTMENT IN 
THE EVENT OF ATTACK ON THE UNITED STATES 


Memorandum No. 1346, Supplement 1, placed on the Administrative Assistant 
Secretary general responsibility for the development and maintenance of plans 
to insure continuity of essential functions of the Department in the event of 
attack on the United States. To assist in carrying out that objective the fol- 
lowing committee is hereby established : 

N. Robert Bear, Office of Personnel 

Ralph Koebel, Office of the Solicitor 

Terry J. McAdams, Office of Plant and Operations 

John Wells, Office of Budget and Finance 

F. R. Mangham, Office of Plant and Operations, Chairman 

In the discharge of this assignment, it will be necessary that the committee 
work in close cooperation with assistant administrators for management or 
other officials having comparable responsibility in each of the Services and 
agencies of the Department. 

This is an important task that will require the wholehearted support of the 
heads and top management people in all Department agencies. 


RatpH §S, Roserts, 
Administrative Assistant Secretary. 
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ExHIsit 6 
UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 
WASHINGTON 25, D. C., March 30, 1954. 
MEMORANDUM No, 1350 
ACTIVITIES UNDER THE FEDERAL CIVIL DEFENSE ACT OF 1950, AS AMENDED 


Theodore S. Gold, Assistant to the Under Secretary, is assigned general 
responsibility for liaison with the Federal Civil Defense Administration, and for 
coordination of all FCDA activities carried out by the Department. 

Subject to the preceding paragraph, the responsibilities of the Department 
with respect to the emergency food supplies program under the Federal Civil 
Defense Act of 1950, as amended, are assigned to the Agricultural Marketing 
Service. In carrying out this assignment, the Agricultural Marketing Service 
should work in close cooperation with the Commodity Stabilization Service in 
order to insure that the program is properly coordinated with defense-mobiliza- 
tion functions assigned by Memorandum No. 1346 of March 38, 1954. 

The Departmental staff offices, under the direction of the Administrative 
Assistant Secretary, will be responsible for such matters relating to civil defense 
as fall within their regularly assigned functions. With respect to local activities 
of the Air Raid Protection Organization and other matters relating to the protec- 
tion of Department employees and facilities in the Washington metropolitan 
area, the staff offices are assigned the following specific responsibilities : 

The Office of Personnel will be responsible for first-aid training and other 
training activities needed for the protection of personnel. 

The Office of Plant and Operations will be responsible for the designation 
of shelter areas for employees and for building protection. It will also set 
up an organization and a procedure for the evacuation of employees to shelter 
areas. 

The Office of Budget and Finance will coordinate equipment needs of the 
Department with the local civil-defense organization. 

Each staff office will issue necessary instructions in connection with its 
assigned responsibility. 

Field offices of the Department should continue to cooperate with local civil 
defense organizations on measures for the protection of Department personnel, 
buildings, and property. 

Memoranda No, 1277, No, 1281, No. 1281 Supplement 1, No. 1281 Supplement 2, 
and No. 1309 are canceled. 


Ezra Tarr Benson, Secretary. 


FEDERAL RESERVE SYSTEM 


Boarp OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, September 9, 1954. 
Hon, Homer E, CaPpeHart, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 
(Attention Mr. Harold J. Warren, clerk, room 11-C, Senate Office Building, 
Washington, D. C.) 

Dear SENATOR CAPEHART: In response to your letter of August 14, 1954, there 
is attached, for inclusion in the proposed report of the Joint Committee on De- 
fense Production being prepared pursuant to section 712 (b) of the Defense 
Production Act, as amended, information relating to the operations carried out by 
the Board under authority of that act. 

Sincerely yours, 


Wma. McC. MArtin, Jr. 
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1. Programs carried on under authority of the Defense Production Act, as 
amended, as implemented by Executive orders, departmental orders, delega- 
tions, etc. In each case please indicate the authority from which your agency 
derives its power 

The Federal Reserve banks, under regulations of the Board of Governors, act 
as fiscal agents of the United States in connection with the V-loan program for 
Government guaranties of defense production loans, and the Board of Governors, 
after consultation with the guaranteeing agencies, prescribes fees, rates, and pro- 
cedures to be utilized in connection with such guaranties. 

The present V-loan program of Government guaranties of loans to finance 
defense production was inaugurated under authority of the provisions of section 
301 of the Defense Production Act of 1950, approved September 8, 1950, and the 
President’s Executive Order 10161, dated September 9, 1950, subsequently super- 
seded by Executive Order 10480 dated August 14, 1953. Under the law, as 
amended by the Defense Production Act Amendments of 1953, authority for the 
program, unless further extended, will terminate on June 30, 1955. 


2. Summary of each program should include its current need, objectives, accom- 
plishments, overall effectiveness, and the extent to which it is related to 
small business. Cooperative programs with other agencies should be 
mentioned 

Pursuant to the law and Executive orders of the President, certain designated 
procurement agencies of the Government are authorized to guarantee loans made 
by private financing institutions to finance contractors, subcontractors, and others 
engaged in the performance of Government defense contracts for the purpose of 
expediting production and deliveries or services for the national defense. By 
an amendment made by the Defense Production Act Amendments of 1953 guar- 
anties may also be issued with respect to loans made to finance contractors, sub- 
contractors or other persons in connection with or in contemplation of the 
termination of their defense contracts. 

At the outset of the program the designated guaranteeing agencies were the 
Departments of the Army, Navy, Air Force, Commerce, Interior, and Agricul- 
ture, and the General Services Administration. In 1951 the Atomic Energy 
Commission and Defense Materials Procurement Agency were also designated as 
guaranteeing agencies. By Executive Order 10480 of August 14, 1953, the De- 
fense Materials Procurement Agency was abolished and its functions transferred 
to the General Services Administration. 

From the beginning of the program in September 1950, through July 31, 1954, 
1,342 V-loans totaling $2,443,021,000 were authorized by the procurement agencies 
which may guarantee such loans under the Defense Production Act of 1950. 

Of the $604,750,000 loans outstanding on July 31, 1954, $502,902,000 or 83 percent 
on the average, was guaranteed. On the same date an additional $311,191,000 
was available to borrowers under guaranty agreements in force. 

The following tabulation shows the number and amount of guaranteed loans 
authorized at the end of each month in the period August 1953—-July 1954. 





Guaranteed loans au- Guaranteed loans au- 
thorized to date thorized to date 
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1953 Thousands || 1954 | Thousands 

Pe eee eT 1,259 | $2,301,987 || Jan. 31.._..- Serres 1,304 | $2,377,628 
Sept. 30_..- 1,269 | 2,310, 182 || Feb. 28. | 1,310 | 2,380, 186 
ORM tee 1,279 | 2,320, 187 || Mar. 31_. 1,316 | 2,399,321 
ak RE ee ; 1,284 |. 2,324,612 || Apr. 90.......-..-..-..... | 1,322] 2,406,651 
po a a: EMG | 1,204] 2,358,387 || May 31_-. 1,324 | 2, 408, 226 
| Mn ntociamtnese col. ., 2 1ee 2, 420, 326 

0; Ursa 1,341 | 2, 442, 431 


| 
| | 





Nearly 20 percent of the number of V-loans authorized through July 31, 1954, 
were in amounts under $100,000, and over half were in amounts under $500,000. 
This is shown in the following table giving the breakdown of guaranteed loans 
authorized through July 31, 1954, by size of loan. 
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Percentage distribution of V-loans authorized through July 31, 1954, by size of 


loan 
| 
| Percentage of guaran- | Cumulative percentage 
teed loans authorized | distributions 
Size of loan Se Re eT ee OLS MUSE Ek ee eet ee el 
i i 
Number Amount | Number Amount 
Under $50,000_._____- 7.7 0.1 7.7 0.1 
$50,000 to $99,999. _ _ 10.7 5 | 18.4 6 
$100,000 to $249,999 _ __ 18.9 1.8 37.3 24 
$250,000 to $499,999. __ 18.7 | 3.9 56. 0 6.3 
$500,000 to $999,999. __ 16.2 6.6 72.2 12.9 
$1,000,000 to $4,999,999 21.9 | 28.4 94.1 41.3 
$5,000,000 to $9,999,999 ? | 3.0 12.4 97.1 53.7 
$10,000,000 and over _- ; 2.9 46.3 | 100. 0 100.0 


Percentage distribution of the guaranteed loans authorized from the beginning 
of the program to the end of July 1954 is shown below, classified by number of 
employees of the borrower. 

Approximately 73 percent of the number and 20 percent of the amount of 
authorized loans were to borrowers having less than 500 employees, including 
employees of affiliated concerns under common ownership or control. Approxi- 
mately 76 percent of the number and 24 percent of the amount of authorized 
loans were to borrowers individually having less than 500 employees. 

The guaranteed loan program was successful and fulfilled a useful purpose dur- 
ing World War II and has been effective during the present rearmament period. 
It provides a mechanism whereby defense contractors and subcontractors, par- 
ticularly small business concerns, can arrange to borrow the funds necessary to 
finance their defense production through their local banks by means of Govern- 
ment-guaranteed loans rather than through the advance of Government funds or 
direct Government loans. 


Percentage distribution of V-loans authorized through July 31, 1954, by number 
of employees of borrower 


NUMBER OF EMPLOYEES OF BORROWER, INCLUDING AFFILIATED CONCERNS 
UNDER COMMON OWNERSHIP OR CONTROL 





Percentage of guaran- | Cumulative percentage 








| teed loans authorized | distributions 
Number of employees Batam I 

' 

| Number | Amount | Number Amount 

} 
SE Rs ore ant anhuekdonhen near tke deedes Spin moat 8.3 0.6 8.3 | 0.6 
7) =e dives Gp satensitiesivgrectele a etap th aiilidhins et atten trans ieageaaaae 10. 5 8 18.8 | 1.4 
i Tea AS aE Cag iat espera att a See. Yor | 8.6 1.2 27.4 | 2.6 
EE ee ae Sanuindeiabna aan 6.8 1.2 34. 2 | 3.8 
| NEAT IR SEES ; <—" sab adult gh aabnecellon 9.9 2.0 44.1 | 5.8 
DT such csiegnedeacceee = ee pe 13. 6 4.5 57.7 10.3 
DE aececeseesatiounweenecae acoism wieabngidivon 15.1 | 9.5 72.8 | 19.8 
500 to 999 a ee ; aiibaaianias olieiads 11.0 11.2 83.8 31.0 
SE, -., ccunecabecec ‘ cite : —_ al 6.9 14.2 90.7 45.2 
2,500 and over__........--.- m3 ne Jiubcuada 5.1 51.1 95.8 96.3 
DO Nd 5 cdo ndckccanDintensdddae <ee pn cuuahinete 4.2 3.7 100.0 100.0 





NUMBER OF EMPLOYEES OF BORROWER ONLY (NOT INCLUDING AFFILIATED 
CONCERNS UNDER COMMON OWNERSHIP OR CONTROL) 











FE Misc scel esa sa deckacsecdbeseus abl cadeawateheas 9.3 1.0| 9.3 1.0 
RS Ri kenindensnnntsbncsiasseensdansne becscbonenas 11.3 1.4 20. 6 2.4 
BE Tiny wtp Sik iil dba ertrcnsoddouninplinedhess 9.3 1.4 29.9 3.8 
FS PO dnb n opiate opine ne et 4s deneriennsherea~ enasentolpe 6.9 1.1 36.8 4.9 
WE BE cabs punts deuce less soaeaps = rab daa qin mie’ peas 9.5 2.0 46.3 | 6.9 
TOD UO NO. 522i So udee ISR UE e 14.1 | 6.6 | 60.4 | 13.5 
ey. Ree er ee ee eee 15.2 | 10. 6 | 75.6 | 24.1 
BONE ont giaea~nonciess cudc cbwnnesenayensinGey haiee 10.7 | 12. 2 | 86.3 | 36.3 
Lee £0:3, 000. ss ca Linadocsnenar serene oeseiel 5.8 | 13. 5 | 92.1 | 49.8 
PR IIS Lika cuccannecevent snnnundphoneeamabenban | 4.2 | 43.4 | 96.3 | 93. 2 
Not available. ...........-.- Sag whe daicg tine kansamgpie iaingie | 3.7 | 6.8 100.0 


100. 0 | 
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3. Major problems facing your agency in carrying out its responsibilities under 
the act. None. 

4. Summary of any standby programs designed to meet any future emergency. 
None. 

5. Future objectives, including their relationship, to varying conditions and 
future emergencies. 

The objective of the guarantee-loan program is to expedite production and 
deliveries or services for national defense and the volume of future guaranteed 
loans will depend on requirements existing at any given time. 

6. Changes in organization resulting from reorganization plans. None. 

7. Such other information as may be pertinent in summarizing your defense 
activities for the past year. None. 





LABOR DEPARTMENT 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., September 15, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 
(Attention of Mr. Harold J. Warren) 

Dear SENATOR CAPEHART: In response to your letter of August 14, 1954, | am 
submitting herewith the Department of Labor's report of its activities under the 
Defense Production Act during the past year, for inclusion in the joint com- 
mittee’s fourth annual report. 

If there is further information you desire, please call upon us. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 
AUTHORITY 


Executive Order 10480 of August 15, 1953, which superseded Executive Order 
10161, is the link between the Defense Production Act and the work in the defense 
manpower field which the Department of Labor has performed in the past year. 
However, in addition to the Defense Production Act and of perhaps greater 
significance for the Department's activities, there is the basic statute of the 
Department which directs it to concern itself with the welfare and the security 
of workers, implicitly in periods of mobilization as well as at other times. The 
Department of Labor under that basic statute has as its responsibility the 
development of plans and programs for its own administration and for recom- 
mendation to other agencies, labor, management, and the public, which would 
insure the most effective utilization of the labor force in peace or war. 

In addition, for the first time, during the past year clear-cut authority for 
mobilization planning under the National Security Act was delegated to the 
Secretary of Labor by the Director of Office of Defense Mobilization. 

The National Security Act of 1947 contains the basic authority for the planning 
of mobilization readiness programs. This authority, since 1947, had not been 
distributed in any formal fashion among the executive agencies such as the 
Department of Labor. Under Reorganization Plan No. 3 effective June 12, 1953, 
the Director of Office of Defense Mobilization was given authority by the Presi- 
dent to carry out responsibilities under the National Security Act. The Director 
of Office of Defense Mobilization, under order I-10 on May 20, 1954, issued the 
following order applicable to the Department of Labor: 

“1. The Secretary of Labor will be responsible for the development of prepared- 
ness measures relating to the expansion of the labor force, to improving its skills, 
and to the distribution and utilization of the civilian labor force. Such prepared- 
ness measures shall be undertaken within a work program which is consistent 
with the defense mobilization assumptions and objectives for the Government 
as a whole. It should also take account of delegations of authority and respon- 
sibility from Federal Civil Defense Administration. To assure consistency with 
the mobilization program as a whole, the proposed work program will be sub- 
mitted to the Director of the Office of Defense Mobilization for review. 

“2. The specific measures for which the Secretary of Labor is responsible are 
as follows: 





: 
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“(a) Assemble and analyze information on and make a continuing appraisal 
of manpower requirements and resources in event of mobilization or attack on 
the United States, identifying present or potential manpower shortages which 
should be relieved in the interest of national security. 

“(b) Develop plans and programs for meeting defense-supporting and essen- 
tial civilian labor requirements. 

“(c) Develop, in cooperation with the Department of Commerce, the Depart- 
ment of Defense, the National Labor Relations Board, the Federal Mediation 
and Conciliation Service, and the National Mediation Board, measures for the 
maintenance of effective labor-management relations during a national emergency. 

“(d@) Appraise the effect on manpower resources of projected production and 
procurement programs and of proposed Armed Forces strength levels. 

“(e) Provide other departments and agencies with the manpower information 
required by them for the proper discharge of their responsibilities for mobiliza- 
tion preparedness. 

“(f) Consult with and advise other delegate agencies concerning: 

“(1) The effect of their contemplated programs and actions on labor 
supply and utilization; 

““(2) The impact of labor supply on materials and facilities requirements 
and utilization ; and 

“(3) The establishment of production programs and priority and alloca- 
tions functions consistent with effective utilization and distribution of labor. 

“(g) Assist the Office of Defense Mobilization in the development of manpower 
policies suitable in the event of mobilization or attack on the United States. 

“(h) Develop and maintain plans to insure the continuity of the essential 
functions of the Department in the event of attack on the United States. 

“3. The work program to be undertaken by the Department of Labor shall 
indicate the priority and scope of the work to be carried on in the assigned areas, 
Periodic reports of progress shall be submitted as requested. 

“4. This order is not intended to affect any delegation of authority heretofore 
conferred upon the Secretary of Labor.” 

As the challenge of meeting the manpower requirements for partial mobiliza- 
tion diminished during the past year, as the labor-market situation eased, the 
Department was able to turn more of its attention to considering the problems 
in the manpower field which would be posed by the onset of full mobilization. 

By mid-1954 the labor market had tended to stabilize as output of goods and 
services leveled off. The rate of decline in nonagricultural employment, sharp 
during the preceding cold months, began to ease. Unemployment did not rise 
as it usually does in June and July. The demand for labor remained easier 
than a year earlier, while the labor force reached a new high. Overtime work 
was curtailed in many industries and part-time work was somewhat more common 
in manufacturing employment, which tends to respond most quickly to changes 
in the economic situation, accounted for most of the decline in the past year. 

The decline was attributable in a large part to declines in defense expendi- 
tures and to reduction in business accumulation of inventory. The Department’s 
responsibilities for manpower for partial mobilization were easily discharged. 
Almost without exception, no difficulties in delivery in the entire defense and 
defense-supporting area was attributable to labor stringencies. 


ORGANIZATION 


The organization of the Department, under General Order No. 63, issued 
August 25, 1953, proved durable during the year for the conduct of the Secre- 
tary’s responsibilities in the manpower field. That order provided for the 
Assistant Secretary for Employment and Manpower to be responsible for develop- 
ing plans, policies, and programs for meeting manpower requirements and for 
directing and coordinating manpower activities of all bureaus in the Department. 
The order recognizes that the problems of finding proper outlets for an expand- 
ing labor force are essentially the same in peacetime and in mobilization; the 
organization provides a single leadership for dealing with these responsibilities 
vested in the Assistant Secretary for Employment and Manpower. 


COLLABORATION WITH THE LABOR-MANAGEMENT MANPOWER Poricy COMMITTEE 


On April 28 the National Labor-Management Manpower Policy Committee, 
over the signatures of its cochairmen, the Assistant Director of the Office of 
Defense Mobilization, and the Assistant Secretary of Labor for Employment and 
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Manpower, transmitted to the Director of Office of Defense Mobilization a pro- 
posed Manpower Program for Full Mobilization. This program statement, on 
which representatives of labor and management had worked for over a year and 
a half, and to which the Department of Labor contributed substantial staff effort, 
sets forth the conviction of the committee that manpower problems of mobiliza- 
tion can best be solved through the voluntary gathering together of the will and 
experience of the people. They express their conclusions in these terms: 

“The National Labor-Management Manpower Policy Committee believes that 
the way to mobilize civilian manpower is through voluntary measures. This con- 
clusion was reached after months of intensive study of the manpower problems 
of full mobilization and of the various types of programs that could be used to 
deal with them. The Committee is unanimous in opposing national service legis- 
lation and other similar controls. Effective manpower administration lies not in 
controls but in measures which stimulate and help labor and management to ex- 
ercise their patriotism, responsibility, and skills. This principle of voluntarism 
should not be compromised.” 

“Compulsory manpower controls emphasize the wrong objective. They create 
the impression that workers discharge their responsibilities in full when they 
are physically present in the prescribed workplace at the prescribed time. 
Controls tend to become an end unto themselves rather than a means to the real 
end—full production. In time of crisis a modern nation needs maximum pro- 
duction, not perfect attendance records. The important question is: ‘How much 
can we produce?’ not ‘How many workplaces can we fill? Compulsory measures 
violate the fundamental laws of human behavior because they stifle initiative 
and diminish the willingness of individuals to accept responsibility. Given the 
opportunity, the incentive, and the responsibility, men have always produced 
more under freedom than under compulsion. Power to compel is no substitute for 
intelligent leadership.” 

The Committee then proceeded to set forth a statement of principles and rec- 
ommended policies and actions. The policies and actions have been given careful 
study by the Office of Defense Mobilization and the Department of Labor and 
have resulted, among other considerations, in there having been developed a 
work program to be carried by the Department of Labor in discharging its 
responsibilities for manpower mobilization planning. 

The work program which has been developed distributes responsibilities among 
the bureaus of the Department to carry out specific detailed activities calculated 
to be necessary to prepare the Nation for effective manpower mobilization. The 
work program includes the following specific duties assigned among the several 
bureaus of the Department: 


I, Review and consideration of military manpower programs and plans. 
A, Determining critical occupations. 
B. Advising Selective Service and Department of Defense concerning 
occupations. 
C. Military strength levels. 
D. Military manpower policies. 
E. Relating military and civilian occupations. 
. Determining requirements for civilian labor force. 
A. Determination of labor requirements by industry. 
B. Requirements by occupation. 
C. Requirements by area. 
. Determination of manpower resources. 
A. Resources by occupational groups and occupational family. 
B. Subdivided by age and sex characteristics. 
C. Area labor market. 
D. Estimates of probable labor shortages and labor surpluses. 
. Development of recruitment and resources programs. 
. Reemployment rights. 
3. Women. 
. Youth. 
. Transfer students to labor market. 
. Older workers. 
. Handicapped. 
. Foreign workers. 
. Military personnel. 
. Community facilities. 
. Incentive pay plans. 
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IV. Development of recruitment and resources programs—Continued 
<. Housing of in-migrant workers. 
« Moving costs. 

M. Specialized personnel, 

N. Conservation and development of human resources. 

O. Production urgencies. 

P. Recovery and transfer of workers. 

V. Employment stabilization programs. 
VI. Utilization of manpower. 

A. Productivity. 

B. Morale. 

C. Labor standards. 

D. Contracts. 

k. Developing provisions for incorporation into defense contracts 
which will contribute to minimum staffing and efficient utiliza- 
tion of manpower. 

F. Safety. 

G. Conditions and incentives. 

H. Providing information to workers'’and management. 

VII. Development of programs for increasing the skills in the work force. 

A. On-the-job training. 

B. Vocational training. 

C. Specialized personnel. 

VIII. Development of programs of industrial relations. 

A. Wage stabilization. 

Bb. Labor disputes. 

IX. Programs to maintain income. 

A. Conversion unemployment. 

B. Long-term unemployment. 

C. Injured persons and dependent survivors, 

X. Setting production levels to aid in the solution of manpower problems. 

A. Production programing. 

B. Production controls. 

XI. Maintaining the essential functions of the Department of Labor. 
XII. Organization. 


— be 


SPECIFIC ACTIONS 


There follow a few examples of actions taken by the Department of Labor 
during the past year to facilitate the defense program either currently or in 
preparation for possible higher levels of mobilization. 

Under Executive Order 10366, the Department prepares certifications to State 
directors of Selective Service of apprenticeship programs which met require- f 
ments for deferment of apprentices in training. 

The Department completed and submitted a report of a 2-year research project 
on suitability of women for nontraditional industrial occupations, with special 
reference to lathe operations in machine shop production. The report formulates 
the general problem of determining suitability in the light of established woman- 
power policy, and describes in detail a field study at nine industrial plants where 
study was made of lathe operations jobs in production, or semiskilled work. 
The findings suggest further research into problems of job classification and 
physical demands analysis, among other techniques of matching jobs and workers, 
and indicate as specifically as possible the limitations for women of lathe- 
operations work. 

The Department of Labor continued to classify labor-market areas upon the 
request of Office of Defense Mobilization so as to serve as a guide for the location 
of Government and private procurement and facilities. Analyses of many areas’ 
capacity for defense production were completed, which include brief descriptions 
of the industrial characteristics and production, the kind of work force, ete., in 
each area. 

Requests to Office of Defense Mobilization for rapid tax amortization were 
reviewed by the Department with recommendations being made as to which 
applications would best serve manpower considerations, i. e., which could be 
most easily staffed in event of full mobilization. 

Special recruitment programs were conducted for the Atomic Energy Com- 


mission and other sizable defense undertakings. 
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The Department developed procedures for determining requirements for addi- 
tional trainees in skilled oecupations in York, Pa., which was taken as an ex- 
perimental model. 

In connection with the preparation of a report by the Office of Defense Mobiliza- 
tion to the President on manpower resources for national security, work was 
begun on the preparation of estimates of the military manpower pool to 1960. A 
revised Fact Book on Manpower was prepared for ODM Committee on Man- 
power Resources for National Security. 

A report, Military Manpower Requirements and Supply, Fiscal Years 1954-60, 
was completed for the use of the ODM Committee on Manpower Resources for 
National Security. Projections of the male population of the military age to 
1970 were also prepared. : 

The Department participated with the Office of Defense Mobilization in 
determining the manpower situation that would be found in the jeweled-watch 
industry in time of full mobilization. 

A report entitled “Factors for Computing Industrial Manpower Requirements 
for Mobilization” was completed. This report describes methods of estimating 
manpower requirements and presents numerical factors which can be used in 
the computation of manpower requirements estimates from mobilization produc- 
tion programs. 

The foregoing is a small sample of the kinds of work proceeding in the De- 
partment to prepare the Nation and the labor force better for the undertaking 
of war mobilization. The monthly report of the Department to the joint com- 
mittee will indicate many more specific instances of work in progress toward 
strengthening our mobilization readiness. 
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FEDERAL F'ACILITIES CORPORATION, 
Washington, D. C., September 22, 1954. 
Hon. HoMer EB. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR CAPEHART: Pursuant to my letter dated August 31, 1954, I am 
submitting herewith information regarding operations under the Defense Pro- 
duction Act during the past year, as requested in your letter of August 14, 1954. 
The enclosed information covers programs which were encompassed in the 
report of the Reconstruction Finance Corporation submitted to your committee 
under date of September 18, 1953. 

If you desire any additional information please do not hesitate to call on us. 

Sincerely, 
LAURENCE B. Rossins, Administrator. 


Part I. DEFENSE PRODUCTION AND PURCHASING ACTIVITIES 
(Supplement to Report Submitted by RFC on September 18, 1953) 


Until the close of business June 30, 1954, the Government’s tin, synthetic 
rubber, and abaca programs were administered by the Reconstruction Finance 
Corporation. Section 107 of the Reconstruction Finance Corporation Liquida- 
tion Act (67 Stat. 231) required that these programs be transferred by the 
President not later than June 30, 1954, and on June 22, 1954, the President issued 
Executive Order 10539, which provided for the creation of Federal Facilities 
Corporation and transferred the tin and synthetic rubber programs to that 
Corporation and the abaca program to the General Services Administration, all 
effective at the close of business June 30, 1954. This report covers the activities 
with respect to these programs during the past year. 


TIN 


The tin program includes (@) buying, selling and transporting tin ores 
and concentrates, (0) improving, developing, maintaining and operating by 
lease or otherwise the Government-owned tin smelter at Texas City, Tex., (c) 
financing research in tin smelting and processing, and (d) doing all other 
things necessary to accomplish these objectives. 
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At the start of fiscal year 1954 it seemed apparent that, in the absence of a 
major disruption in the world’s tin supply, RFC would not be called upon to 
meet any civilian deficiencies and no sales have been made to industry since 
April 1, 1953. It was also apparent that the long-term contracts entered into 
early in 1952, plus the production of the smelter, would result in a supply which 
would be excess to the needs of the stockpiling program. A review of the tin 
program was indicated, as continued acquisition of tin which was not needed 
for either industrial use or stockpiling was not justified. 

Although deliveries continued under the long-term contracts and in September 
1953 a contract was entered into with Bolivia, all contracts were then due to 
expire in March 1954 and a diminishing program of other purchases was fol- 
lowed to permit termination of smelter operations if Congress should so decide. 
In March 1954 it was decided that the Indonesian contract should be made firm 
for another year. By Senate Concurrent Resolution 79 the Congress declared 
that the smelter should continue operation at least until June 30, 1955. Conse- 
quently, a new contract with Bolivia running until April 1955 was entered into 
and all former suppliers were advised that purchasing of tin concentrates by the 
United States Government had been resumed. 

With regard to the specific questions stated in your letter: 

1. RFC’s duties in connection with tin stemming from the Defense Production 
Act derive as follows: 

(a) The National Production Authority requested RFC on January 12, 1951, 
“to undertake the function of acquiring and disposing of tin-bearing materials in 
connection With the defense program.” 

(b) The General Services Administration on March 5, 1951, delegated authority 
to REC to purchase and to make commitments to purchase tin-bearing materials 
as well as metal for governmental use or for resale pursuant to Executive Orders 
10161 and 10200 issued under authority of the Defense Production Act of 1950. 

(ce) In its Tin Order M-8 dated March 12, 1951, the National Production Au- 
thority constituted RFC as the sole importer of pig tin except for contracts 
already in existence at that time. The order also set up a system of tin alloca- 
tions Similar to the one used by the former War Production Board under which 
consumers were allocated specific quantities of metal from specific suppliers, pre- 
dominantly RFC, for permitted uses. On June 24, 1952, Defense Production Ad- 
ministration approved a future program to guide the Government operations in 
tin, under which, among other things, RFC was requested to maintain a reserve 
inventory of tin to meet emergency demands of industry. This holding was 
financed with funds borrowed pursuant to authority granted by the Defense 
Production Act. 

The other responsibilities in connection with RFC tin operations derive from 
Public Law 125, approved June 28, 1947 (61 Stat. 190), which was amended by 
Public Law 723, 8ist Congress, in order to extend the authority through June 
30, 1956. 

2. For fiscal 1955 tin metal purchases are contemplated in the amount of 7,000 
to 8,000 long tons, resulting from the third year of the Indonesian contract, and 
a smelter production of 24,000 to 25,000 long tons of tin. All controls on tin had 
been rescinded previously, and the authorities and responsibilities delegated to 
RFC under the Defense Production Act of 1950, as amended, were transferred in 
September 1953 pursuant to the RFC Liquidation Act. RFC was guided, and 
Federal Facilities Corporation continues to be guided, by the needs of the defense 
program and both agencies patterned their policy in conformity with requests 
made by the proper authorities to them. 

Objectives.—Complete existing commitments for tin metal and to continue 
smelter operations at a minimum reasonable rate until Congress has completed 
its study and adopted the appropriate legislation which is contemplated under 
Senate Concurrent Resolution 79, 83d Congress. 

Overall effectiveness.—The tin program has assured tin for military and es- 
sential civilian use as well as fulfilling stockpile objectives. 

Small business.—-The tin program assured small business of its necessary sup- 
ply in times of shortages, but has little impact now except as the smelter pur- 
chases plant supplies and provides a market for the comparatively few domestic 
tin concentrate producers. 

Cooperation with other agencies has been extensive. The last two Bolivian 
contracts and the third year of the Indonesian contract were made pursuant to 
direct requests from the Department of State and the Office of Defense Mobiliza- 
tion. The Department of State also cooperated in working out a recent agree- 
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ment for tin from Thailand. Office of Defense Mobilization and General Services 
Administration cooperated to purchase a great amount of the excess tin held by 
RFC and are presently working out a similar arrangement with Federal Facili- 
ties Corporation. 

3. Major problems consist mainly of immediate disposal of the tin acquired in 
order to provide adequate financing. As stated above, this is being worked out. 
Although sufficient concentrates seem to be available for the modest production 
schedule contemplated for fiscal 1955, a more extensive program would present 
a problem. Since suppliers of concentrates naturally wish a tieup on a long- 
range basis, they are now turning to the foreign smelters as a future market. 
It therefore becomes a difficult problem to purchase a balanced supply in the 
face of an uncertain future. In the spring of 1955 all present purchase contracts 
will expire. As that time approaches, and until Congress has made a determi- 
nation as to future smelter operation, the problem will be one of the extent to 
which purchases should be made. 

4. The national stockpile is the major standby program to meet any future 
emergency in tin. The smelter constitutes an additional safeguard. 

5. Future objectives will, of course, be determined by the study contemplated 
by Congress and the expected legislation resulting therefrom. 

6. Prior to July 1, 1954, the tin program was conducted by the Tin Division, 
Office of Tin and Fiber, Reconstruction Finance Corporation. On June 22, 1954, 
the President issued Executive Order 10539, authorizing the Secretary of the 
Treasury to organize a Corporation to be known as the Federal Facilities Corpo- 
ration. The order also designated the Federal Facilities Corporation, effective 
at the close of business on June 30, 1954, as the instrumentality of the United 
States to perform and exercise the functions of the tin program. Accordingly 
the tin program is now conducted by the Office of Tin, Federal Facilities Corpo- 
ration. Personnel were transferred with the program. 


SYNTHETIC RUBBER 


While the Government’s synthetic-rubber program is vital to the national 
defense program, its authority does not stem from the Defense Production Act 
of 1950, as amended, but from the Rubber Act of 1948, as amended. 

Public Law 205, 83d Congress, approved August 7, 1953, created a Rubber 
Producing Facilities Disposal Commission for the purpose of disposing of the 
Government-owned rubber-producing facilities. It is provided, however, that 
the synthetic-rubber program will continue until such time as disposal is effected. 
If the plants are not sold, the Rubber Act of 1948, as amended, will be effective 
until March 31, 1956. 


ABACA 


Until its transfer to General Services Administration at the close of business 
on June 30, 1954, pursuant to Executive Order 10539, the abaca program was 
administered by RFC under authority of the Abaca Production Act of 1950 
(Public Law 683, Sist Cong.), approved August 10, 1950. The principal provi- 
sions of the law are (1) that the plantations be continued for a period of 10 years 
from April 1, 1950, unless the Congress or the President shall direct earlier termi- 
nation; (2) -that at the direction of the President the then existing acres in 
cultivation could be increased or decreased, except that the acreage under culti- 
vation may not exceed 50,000 at any one time; and (3) that research may be 
undertaken with a view to attaining maximum efficiency in abaca development, 
culture, and processing. 

On December 2, 1953, the Reconstruction Finance Corporation advised the 
Office of Defense Mobilization that, in the light of the current weak demand for 
abaca, inventories of Central American abaca in this country were accumulating, 
and that the abaca program was operating at a loss, with little hope for any 
immediate improvement. As a consequence, RFC recommended to Office of 
Defense Mobilization that unless security considerations outweighed economic 
factors the program should be discontinued. 

Under date of February 1, 1954, the Office of Defense Mobilization notified the 
RFC that after review of the program it found no change in conditions which 
would permit discontinuance of the program, and stated that security considera- 
tions required continuance of the Central American abaca plantations. 

On June 28, 1954, the Office of Defense Mobilization, with the approval of 
the President, directed the Corporation to discontinue operation of the abaca 
project in Panama. This was done primarily because the Panama ojieration, 
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having been reduced to 2,500 acres, no longer lent itself to the underlying 
principles of the program, in that the possibility for expanding the project in 
time of war, or for economic reasons, did not exist. The Corporation was also 
advised that, pending further review, the remaining acreage (approximately 
20,100 acres), after discontinuance of the Panama acreage, met minimum require- 
ments at this time. 

Within the past 3 years approximately 8,000 acres of the original plantings 
have been abandoned, either because of disease infestation or through provision 
of contract requiring return of the land to the operator, which owns it. AS a 
result, the new acreage now is looked on as acreage required to compensate for 
the abandonments, in order to attain the current minimum objective of approxi- 
mately 20,000 acres. 

Abaca, being a vegetable fiber, cannot be stored indefinitely without deteriora- 
tion. Full requirements cannot for this reason be included in the national stock- 
pile. This is further limited by the resulting necessity of rotating such stock- 
pile, which can only be accomplished at rates consistent with peacetime, rather 
than wartime, requirements of the rope industry. The Central American planta- 
tions are, therefore, considered an adjunct to the stockpile, and represent a 
nucleus from which to build to the size needed to attain wartime production 
requirements, 

Production during fiscal year 1954 exceeded sales for the same period by ap- 
proximately 11 million pounds, which when added to the 3 million pounds on 
hand at June 30, 1953, leaves an inventory of approximately 14 million pounds 
at June 30, 1954. Overall production of abaca fiber and tow during the fiscal 
vear totaled 25,185,850 pounds, a decrease of 26 percent over fiscal 1953. <A 
portion of the reduced production is a direct consequence of curtailment of 
harvesting made effective during the final quarter of the fiscal year. Additional 
factors which affected production were cessation of production during the same 
period in Guatemala and Honduras due to labor strikes and other internal dis- 
turbances and abandonment of acreage because of uneconomic yield in Costa 
Rica, Guatemala, and Honduras. 

The cultivations are at present capable of producing approximately 30 million 
pounds of fiber per year. However, because of the present poor market and 
the large inventory, it was decided in March 1954 to forego the harvest of approxi- 
mately 30 percent of this production for the maximum period possible (estimated 
at from 6 to 9 months) so as to decrease inventories to the greatest extent pos- 
sible. This production cutback will result in a reduction of storage costs pres- 
ently being incurred in the United States. At the same time the funds which 
would have been used in the harvesting of the fiber are being used for the re- 
habilitation of poor areas which have been in production since 1942 and which 
would otherwise be uneconomic to maintain. 


Part II—DeErFEeNSE LENDING ACTIVITIES AND DISPOSAL OF DeFENSE LOANS 


(Supplement to report submitted by RFC on September 18, 1953) 


Executive Order 10161, dated September 9, 1950, designated RFC to exercise 
the lending powers granted by section 302 of the Defense Production Act of 1950, 
as amended. This order was amended by Executive Order 10281, dated August 
28, 1951. Subsequently these orders were superseded by Executive Order 10480, 
section 310 of which continued RFC’s designation to exercise the section 302 
lending powers. 

When the Defense Production Act of 1950 was amended for the purpose of 
establishing the Small Defense Plants Administration, RFC was authorized by 
section 714 (i) to make loans to small-business concerns upon recommendation 
of that Administration. RFC had also used its lending authority under section 
4 (a) of the RFC Act, as amended, to make loans important to the national 
defense. In addition, RFC was authorized to make special defense loans under 
section 409 of the Federal Civil Defense Act. 

The Reconstruction Finance Corporation Liquidation Act (67 Stat. 231) trans- 
ferred to the Secretary of the Treasury, effective September 28, 1953, all the func- 
tions and powers under section 469 of the Federal Civil Defense Act. Pursuant 
to the provisions of that act Executive Order 10489 was issued transferring to 
the Secretary of the Treasury all functions and authority under section 302 of 
the Defense Production Act. Also by virtue of the Reconstruction Finance 
Corporation Liquidation Act lending authority under section 4 of the RFC Act, 
as amended, expired on September 28, 1953. Pursuant to the provisions of 
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Public Law 95, 83d Congress, the lending authority under section 714 of the 
Defense Production Act of 1950, as amended, expired on July 31, 1955. 

In brief, RFC’s lending authority which was continued—i. e., under section 
302 of the Defense Production Act of 1950, as amended, and section 40) of the 
Federal Civil Defense Act—was transferred to the Secretary of the Treasury, 
effective September 28, 1953. In the interest of economy and efficiency, the 
Secretary of the Treasury engaged the services and facilities of RFC to perform 
work and services with respect to these responsibilities. Under this arrange- 
ment, which became effective September 29, 1953, the services performed by 
RFC were under the direction and supervision of a Special Assistant to the 
Secretary of the Treasury. 

Within the requirements imposed by the Defense Production Act of 1950, as 
amended, every effort was made to expedite the handling of applications of 
firms engazed as prime or subcontractors in the defense program or as producers 
of strategic basic materials or in the production of goods and the rendering of 
services for essential civilian requirements. In number, the loan authoriza- 
tions made under the provisions of the act were predominantly to small-business 
concerns. 

Since enactment of the Reconstruction Finance Corporation Liquidation Act, 
RIC has been engaged in a vigorous program to liquidate its assets as expedi- 
tiously as possible. Although section 302 loans were transferred to the Secre- 
tary of the Treasury, RFC, at the request of the Secretary, included those loans 
in its disposal program. The loans made under section 714 of that act continue to 
be administered and serviced by RFC and are also included in its disposal 
program. 

There are no major problems at this time in carrying out the responsibilities 
under section 302 of the Defense Production Act. Future objectives of the 
program depend entirely on the needs of the defense mobilization program, 
which are now unforeseeable, geared as they are for the most part to the 
international situation and the foreign policy of the United States. 

Attached is a statistical picture reflecting lending activity (under RFC author- 
ity) from July 1, 1953, through September 28, 1953, and lending activity (under 
direction of the Secretary of the Treasury) from September 29, 1953, through 
June 30, 1954. 
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FEDERAL CIVIL DEFENSE ADMINISTRATION 


FEDERAL CIVIL DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Battle Creek, Mich., September 15, 1954. 
Hon. Homer E. CAPEHART, \ 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, 
Washington, D. C. 
(Attention: Mr. Harold J. Warren, Clerk.) 

Dear Mr. CHAIRMAN: This is in reply to your request for a brief summary of 
this Administration’s operations during fiscal year 1954 under the Defense Pro- 
duction Act for inclusion in the annual report of your comiittee. 

During the past fiscal year, joint procedures were established by the Office of 
Defense Mobilization by ODM Order VI-4 whereby in connection with applica- 
tions for necessity certificates for defense facilities under section 124A of the 
Internal Revenue Act as authorized by the Defense Production Act, the Office 
of Defense Mobilization would encourage the applicant to incorporate protective 
construction in the proposed facilities or additions. 

It is the responsibility of this Administration, under order VI-4, to (1) estab- 
lish standards and criteria for such protective construction, and (2) to review 
industrial applications in order to be assured if the proposed construction com- 
plies with our established standards and that its cost is attributable solely to 
that purpose. To date, applications filed by the Cincinnati Milling & Machine 
Corp. of Cincinnati, Ohio, and the High Standard Manufacturing Corp. of Ham- 
den, Conn., have been approved under this program. 

No allotments of controlled materials for civil-defense purposes were made 
under the authority contained in DPA Order No. 1 and NPA Delegation 14 during 
the past fiscal year. 

No major problems have been encountered in carrying out our operations under 
the Defense Production Act. 

Sincerely, 
VAL PETERSON. 


ATR COORDINATING COMMITTEE 


AIR CooRDINATING COMMITTEE, 
DEPARTMENT OF COMMERCE BUILDING, 
Washington, D. C., September 21, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Deak SENATOR CAPEHART: In accordance with your letter of August 14, 1954, 
there is given below a summary of the activities of the Air Coordinating Commit- 
tee under the Defense Production Act during the past year. 

The Committee approved and recommended four quarterly programs to the 
Aircraft Production Resources Agency of the Department of Defense as a basis 
for the allocation of controlled materials to aircraft manufacturers to meet the 
civil requirements as established. These programs provided for the start of 
production of 215 new air-carrier aircraft during the year. 

The 4th and last program, known as the C-16 program, provides for the 
start of production of 40 new carrier-type aircraft in the 4th quarter of 1954. 
Under average lead time of 18 months, these aircraft will be delivered during 
the year 1955. In addition, the program recommends the allocation of controlled 
materials for 132 aircraft now under construction which were approved in prior 
programs. A total of 172 aircraft will be manufactured and delivered over the 
next 25 months, from October 1954 through December 1956. Of this total, 114 
are contracted for by domestic airlines and 41 by airlines of friendly foreign 
nations, and 17 are to be constructed on manufacturer's production orders. 

The noncarrier aircraft production program (industrial, business, and agri- 
cultural) under the defense-materials system, effective July 1, 1953, is no longer 
eligible for allocation of controlled materials due to the easing of certain material 
shortages. Nevertheless, the production of this important segment of the aircraft 
industry, representative of small business, should be considered in evaluating the 
overall civil-aircraft production essential to the defense effort. The manufac- 
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turers of noncarrier aircraft have submitted their production program covering 
the next 30-month period from October 1954 through March 1957 as follows: 


Sits pees FR ask sa EB hs hn sini prrcend eens cdo a aineniekenmion nee 845 
4 GORRURe tis c... ASili Jase BUSS wo Sic eee cennnne seen 4, 370 
A Tra a aie ae ae Se LT ak ee Geer TUNES: 4, 498 
ist quarter, 1907........2aisscd eae 1, 213 





These production programs cover not only the larger manufacturers of air- 
carrier aircraft and concurrent spare parts, but also the proposed production of 
13 smaller noncarrier aircraft manufacturers whose production rates vary from 
8 aircraft per quarter to 441 per quarter. In addition, a large number of sub- 
contractors—makers of component parts—are directly affected. 

The recommendations of the committee are implemented by the Aircraft Pro- 
duction Resources Agency of the Department of Defense, which makes alloca- 
tion of controlled materials to the manufacturers included in the program as 
required. 

The Air Coordinating Committee, in furtherance of its policies, has continued 
its coordination and development over the past year of complete programs to 
meet civil aviation requirements, both foreign and domestic, which are found 
to be essential to the civil economy and, in addition, to provide an airlift poten- 
tial in support of mobilization planning. 

The Air Coordinating Committee, established by Executive Order 9781, Sep- 
tember 19, 1946, is authorized to “examine aviation problems and developments 
affecting more than one participating agency; develop and recommend integrated 
policies to be carried out and actions to be taken by the participating agencies 
or by any other Government agency charged with responsibility in the aviation 
field; and, to the extent permitted by law, coordinate the aviation activities 
of such agencies except activities relating to the exercise of quasi-judicial 
functions.” 

I trust this information is satisfactory for your purpose in preparing your 
report for the House of Representatives and the Senate. If the committee can 
be of further assistance, please let me know. 

Sincerely yours, 
CHAN GuRNEY, Vice Chairman. 





EXPORT-IMPORT BANK 


Export-Import BANK OF WASHINGTON, 
OFFICE OF THE MANAGING DrReEcTOR, 
Washington, D. C., September 3, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 
(Attention: Mr, Harold J. Warren, clerk.) 

Dear SENATOR CAPEHART: Your letter of August 14, 1954, requested a summary 
of the operations of the bank under the Defense Production Act during the past 
year. Iam happy to enclose the information requested. 

Inasmuch as previous reports of the joint committee have not included in- 
formation on the bank’s activities, you will find, in the attached summary, data 
on preceding years as well in order to complete the record. If additional in- 
formation is desired, I shall be pleased to supply it. 

Sincerely yours, 
Guen E, Encerton, Managing Director. 


LENDING ACTIVITIES OF THE Export-IMPORT BANK UNDER THE 
DEFENSE PRODUCTION ACT 


The Export-Import Bank was named in section 311 (a) of Executive Order 
No. 10161, as amended by Executive Order No. 10281 of August 28, 1951, as the 
agency designated to make and administer all loans under section 302 of the 
Defense Production Act of 1950, as amended, where the expansion, development, 
or production so financed is carried on in foreign countries. Executive Order 
No. 10480 of August 15, 1953, which superseded the above orders, retained section 
811 unchanged, except for inclusion of the additional authority to guarantee 
loans for expansion, development, or production in foreign countries. The bank 
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also has made many loans important to the national defense under the general 
lending powers of the Export-Import Bank Act of 1945, as amended. 

The bank has the responsibility for all financial aspects of loans made under 
section 302 of the Defense Production Act of 1950, as amended, for activities 
carried on in foreign countries. Such loans are made by the bank only upon a 
certificate of essentiality of the loan issued by the Director of Defense Mobiliza- 
tion or the General Services Administration. 

Funds disbursed under these loans are made available to the bank by alloca- 
tions, from the Office of Defense Mobilization, to borrow from the Treasury 
Department under the authority contained in section 304 of the Defense Pro- 
duction Act of 1950, as amended. Amounts allocated for this purpose reached 
a maximum of $135 million on February 16, 1953, which later was reduced to the 
present $50 million on February 4, 1954. 

Letters of understanding have been exchanged with the Director of Defense 
Mobilization and the Defense Materials Procurement Administrator, now suc- 
ceeded by the General Services Administrator, recognizing and expressing the 
cooperative relationship existing with the bank in the conduct of these lending 
operations abroad. 

The bank’s activities with respect to the Defense Production Act were not 
significantly affected by Reorganization Plan No. 5, which became law on June 
80, 1953. 


ACTIVITIES UNDER THE DEFENSE PRODUCTION ACT OF 1950, AS AMENDED 


In the 8 years following issuance of Executive Order No. 10281 of August 28, 
1951, the bank has authorized 8 loans pursuant to certificates of essentiality, 
totaling $72.5 million, for the production abroad of bismuth, cobalt, manganese, 
molybdenum, sisal, and zine for the United States stockpile for use by United 
States industry. Two of these authorizations, totaling $28.5 million, were termi- 
nated by agreement with the Defense Materials Procurement Agency before the 
credits became operable, and one credit is in default in the amount of $31,921.60, 
plus interest at the rate of 5 percent from September 11, 1953. This case was 
referred to the Department of Justice on December 8, 1953, for action. 

No certificates of essentiality were received and no new loans were authorized 
under this authority during the 12 months ending August 31, 1954. Information 
on the loans previously authorized is as follows: 


{In thousands of dollars} 


12 Data as of Aug. 31, 1954 
months aa ae ES a 2 Se oe eee 
ended Country and obligor } ‘ ; . P 
Aug. *ancel- | Amount | Principa nterest 
31— Amount | lations (disbursed repaid | collected 
} ! 
1952 Haiti: Cotes de Fer Corp. $202.3; $141.6 $60. 7 $28. 7 $2.0 
| Mexico: Zine Nacional, 8. A dates 337.5 337. 5 25.4 
| Uganda: Kilembe Mines, Ltd | 7,500.0) 7,500.0 : 
1953 j Brasil: Industria e Comercio de Mine rios, | 
-- 15, 069. 6 5, 069. ¢ 69.6 
Nestharh Rhodesia: } 
Baluba Mines, Ltd................--} 21, 000.0 | 21, 000.0 | 
Rhodesia Congo Border Power 
Corp., Ltd = 22, 400.0 | 5, 797.7 ; 65.7 
Canada: 
Campbell Chibougamau Mines, Ltd 5, 500.0 | -. : 4, 750. 0 }.....- 134. 5 
Molybdemite Corp. of Canada, Ltd- 540. 0 540.0 |. 8 
PO i ite eek | 72, 549.3 | 28, 641.6 | 16, 555.5 28.7 298. 0 


i Due to rounding, items may not add to totals shown. 


ACTIVITIES UNDER THE EXPORT-IMPORT BANK ACT OF 1945, AS AMENDED 


In the 4 years that have elapsed since passage of the Defense Production Act, 
the bank has continued to authorize loans pursuant to the Export-Import Bank 
Act of 1945, as amended, for the production abroad of essential materials in all 
eases in which the peculiar risks or other features of the applications did not 
require their treatment as section 302 loans under certification. The 4-year total 
of these credits amounts to $281 million, or approximately 4 times the total 
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authorized pursuant to the Defense Production Act. A summary by years is as 
follows: 





Amount 
authorized 
12 months ended Aug. 31: (in millions) 
Ri) er ES SS ANS Oe en ee Pee es $56. 5 
Me ee Fe te FRE Da TAS BS OS ee aU eee 61.8 
I iisaicssns enascgn ewes en en eo ects senerit enc mash wndn pints Be ns A ence feet 124.8 
Pe eS Sie SS CE ee oe De Sh he aces Sec etaiiger arenes 37.9 
TUS Rk i ae ie uel Pe 281.0 


These loans provided financial assistance for the production abroad of cobalt, 
ferromanganese, iron ore, manganese, nickel, steel, sulfur, tungsten, uranium, and 
zine for the stockpile or for use by or the relief of United States industry. Some 
of these loans also assisted in improvement of ancillary facilities such as ports 
and electric-power developments which were required in connection with ex- 
panded production of essential materials for the United States. 


SMALL BUSINESS ADMINISTRATION 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., September 13, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 
(Attention Mr. Harold J. Warren, Clerk, Room 11-C, Senate Office 

Building. ) 

Dear Mr. CHAIRMAN: In accordance with your recent request, I am pleased to 
submit the enclosed report covering the operations of the Small Business Admin- 
istration for the 12 months ending July 31, 1954, and liquidating activities of the 
Small Defense Plants Administration, for inclusion in the Fourth Annual Report 
of the Joint Committee on Defense Production. 

Sincerely yours, 
WENDELL B. Barnes, Administrator. 


The Small Defense Plants Administration was created by section 110 of the 
1951 amendments to the Defense Production Act of 1950. These amendments 
(Public Law 96, 82d Cong., ch. 275, Ist sess.) provided for section 110 to be 
incorporated into the Defense Production Act of 1950 as section 714 and were 
enacted on July 31, 1951. Subsequent amendments to the Defense Production 
Act of 1950, as amended, were made by Public Law 429, 82d Congress, chapter 
530, 2d session, which terminated Small Defense Plants Administration at the 
close of June 30, 1953. This was later extended by Public Law 95, 83d Congress, 
chapter 171, 1st session, to July 31, 1953. On the latter date, Small Defense 
Plants Administration passed out of existence except for purpose of liquidation. 

The Small Business Administration was established by the Small Business 
Act of 1953 (Public Law 163, 88d Cong.). Enacted on July 30, 1953, the law was 
signed the same day by President Eisenhower. This Administration is the first 
independent Government agency created to serve and represent all small business 
both in peacetime and in periods of national emergency. 

SBA has been given a far more extensive scope of operations than its imme- 
diate predecessor, the Small Defense Plants Administration, a great many of 
whose functions it has also acquired. In addition to being charged with SDPA’s 
broad powers and responsibilities with respect to procurement and various other 
activities designed to assist small business and protect its interests, SBA has 
been given the authority to make business loans to small-business concerns, as 
well as loans to assist victims of floods and other disasters. These latter two 
powers formerly were lodged with the Reconstruction Finance Corporation. 

In addition to a broadened scope of powers and responsibilities, as compared 
with those of SDPA, Small Business Administration has been given a greatly 
enlarged range of operations. From an area primarily confined to defense 
manufacturing and essential civilian industry under a mobilization economy, 
Congress has expanded the range of our responsibilities to include all types of 
small-business enterprises, such as mining, construction, and transportation 
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firms, and those engaged in distribution, retailing, and numerous service trades 
and industries. 

Although the Small Business Administration succeeded to certain functions 
and programs of the Small Defense Plants Administration, the problem of organi- 
zation was not one, so to speak, of moving into an already established structure. 
A new structure had to be built and certain facilities, as it were, transferred from 
the old structure to the new. In the process a solid foundation had to be laid. 
Foundation laying is laborious, time-consuming, unspectacular work. Results 
obtained to date show satisfactory progress toward the ultimate goals. 

Under Public Law 163, the Small Business Administration was assigned two 
major areas of operation consisting broadly of rendering financial assistance to 
small business under certain specified conditions, and to carry out the policy of 
Congress to insure that a fair proportion of the total purchases and contracts 
for supplies and services for the Government be placed with small-business 
enterprises. 

Among the first moves of the Small Business Administration was assumption 
of the reponsibility for the procurement and production-assistance program 
covered by sections 212, 213, and 214 of Public Law 163. One of the working tools 
used to make this effective was the joint determination program formerly oper- 
ated in conjunction and by agreement with the Department of Defense by Small 
Defense Plants Administration. This activity was taken over almost without a 
break in its effectiveness. The authority for the Small Business Administration 
to continue this activity is specifically stated in section 214 of the act. 

With the close of military action in Korea, fiscal year 1954 witnessed a steep 
reduction in the total amount of Government procurement. While this cut was 
taking place, however, the percentage share going to small business increased in 
the second half of the fiscal year compared with the previous year. Under the 
joint-determination program, 1,104 procurements were restricted to competitive 
bidding among small firms during the past 6 months, a substantial increase over 
the 637 earmarked for small business the previous 6-month period, despite the 
fact that the amount of contracts screened was slashed sharply. 

The Small Business Administration’s joint-determination program is designed 
to increase the small-business share of Government procurement by restricting 
for competitive bidding or negotiation among small firms all or a percentage of 
individual military purchases determined to be suitable for award to them. 

To accomplish this objective, the Administration has located representatives 
where they may screen unclassified purchases in the major military procurement 
offices. Present plans provide for coverage of additional offices on a part-time 
basis. 

Small Business Administration representatives at procurement centers initiate 
joint determinations on purchases determined to be suitable for award to small 
business. Each joint determination earmarking all or part of a procurement for 
small business is reviewed by military procurement officials and either agreed to, 
modified, or totally rejected. 

The major difference between joint determinations agreed to and contracts 
awarded as the result of Small Business Administration joint determinations is 
due to the timelag between the making of the joint agreement and the contract 
award by the procurement agency. Similarly, the total of the joint determina- 
tions rejected and those agreed to will not total the number of joint determina- 
tions initiated because some cases are still pending. 

Small Business Administration representatives have reported that awards 
from joint determinations initiated under the Small Defense Plants Administra- 
tion amounted to $37,132,345 for the period August 1, 1953, through July 31, 
1954. These awards resulted in 570 contracts for small firms. 

Statistics of the Department of Defense on military purchases are based on 
award data. However, joint-determination figures are based on procurement 
actions taken far in advance of the award stage. The joint-determination figures 
given in the table indicate further reductions in future military awards. This 
also is reflected by the volume of procurements available for screening by Small 
Business Administration representatives. For the period August 1, 1953, through 
January 31, 1954, procurements totaling $2,279,699,073 were screened. How- 
ever, from February 1, through July 31, 1954, procurements available for screen- 
ing totaled only $1,768,229,281. 
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The detailed results of the joint-determination program of the Small Business 
Administration from August 1, 1953, when it came into existence, to July 31, 
1954, are as follows: 


Joint determinations Army } Navy | Alr Foree Total 
Number initiated by SBA..................--- 990 | 821 253 | 2, 064 
Estimated value __ ...-------| $158, 870, 750 $110, 345, 654 | $107, 303,618 | $376, 520, 022 
Number rejected by the milits 9 SER ES SERS E DE ear, 162 | 84 | 54 300 
Estimated value -- --.-.----} $40,108,042 | $26,441,663 | $62, 692, 409 $129, 242, 114 
Number agreed to by the milits ary PENNE TA 816 | 733 1, 741 
Estimated value. ...| $114,550,152 $83,303,676 | $44,051,384 | $242, 004, 212 
Number later withdrawn by the military ; 55 25 16 96 
Estimated value. .-___--- .-+----| $13,765,994 | $2,531,117 $2, 799, 001 $19, 815, 562 
Number procurements aw: arded !.- =... 452 | 501 127 1, 080 
MDs op Stiicemsadne Fee ae .... $48, 414, 679 $56, 175, 887 $20, 246, 478 $124, 837, 044 


1 These awards have resulted in 1,617 contracts to small firms. 


The amounts shown are cumulative by months. As of July 31, the estimated 
value of joint determinations initiated was $876,520,022. Of this amount, 
agreement was reached on purchase requests totaling $242,004,212. The value 
of contracts awarded should gradually rise from $124,837,044 to a figure which 
is close to $242,004,212, the amount earmarked for small business. 

Although the foregoing figures indicate a notable accomplishment under a re- 
ducing spending program, many difliculties have tended to keep them to a level 
not entirely satisfactory to the Administration. 

In August 1953 an attempt was made by the Administrator of the newly 
created Small Business Administration to clarify procedures in order to eliminate 
troubles which the Small Defense Plants Administration had met in trying to op- 
erate the JD program. In this connection the Office of Contract Procurement in 
the Small Business Administration tried to work with the small-business special- 
ists at the Washington level of the various defense procurement agencies ; how- 
ever, it appeared that the defense small-business specialists were primarily inter- 
ested in having the Small Business Administration withdraw their representa- 
tives from all procurement centers rather than agree on means to lessen some of 
the difficulties encountered at these centers. This being inconsistent with the law 
under which the Small Business Administration was created, it could not he 
agreed upon by the Administration and an attempt was again made to revise pro- 
ceedures at the DOD level. The draft of a new DOD directive was submitted to 
SBA by Mr. Lennihan, small-business adviser to the Assistant Secretary of De- 
fense, which again proposed that all Small Business Administration procurement 
center representatives be removed and joint determination functions be taken 
over by the military small-business specialists. 

Without conference with or knowledge of the Small Business Administration, 
the Department of the Army on September 9, 1953, issued Procurement Circular 
No. 23, entitled “Small Business Policy and Procedure,” which covered the func- 
tions of small-business specialists in the Department of the Army at all levels. 

This circular and the interpretation issued by Army on September 9, 1953, was 
accepted by numerous Army procuring officers as authority to stop making joint 
determinations with Small Business Administration representatives and to allow 
the small-business specialists in the Army to take over this function. This re- 
sulted in great confusion in all installations and especially at Ordnance Tank 
Automotive Center, Detroit, where the small-business specialist made it practi- 
cally impossible for the Small Business Administration representative to operate. 

On October 5, 1953, the Army issued ACP Directive No. 13-1958 stating “no 
further IFB’s or PR’s, specifications or drawings will be disseminated to small 
business regional, branch, or Washington offices.” This was contrary to agree- 
ment, and after many conferences at the Department of the Army level, SBA 
Was assured that we would again obtain necessary prints and specifications as 
the above ACP directive did not supersede paragraph 10b in Army Circular No. 
23 stating that specifications, drawings, ete., would be furnished “to such offices 
of the Small Business Administration as the Small Business Administration may 
request.” Between the dates of September 15 and December 1, 1953. the pro- 
gram was delayed and joint determination almost at a standstiil at most Army 
procurement centers. 
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Numerous conferences were held with Department of Defense representatives 
between October 21, 1953, and March 2, 1954, resulting in a new DOD directive 
which was satisfactory to the Small Business Administration with the exception 
of one or two matters which were left te be discussed at a later date, in order 
that the issuance of the directive be expedited. On March 5, 1954, the final re- 
vision was approved on the above basis and signed by the Administrator of Small 
Business Administration and returned to the Assistant Secretary of Defense. 
There was issued, on March 10, 1954, a new No. 4100.9 Department of Defense 
instruction canceling previous directive 4100.9, dated June 10, 1953. 

Twelve proposals were originally made by the Small Business Administration 
to the Department of Defense to strengthen the joint determination program. 
Agreement Was reached on 11 of these proposals. The Instruction No. 4100.9 
dated March 10, 1954, contained two of the major changes. These were: 

1. Procurements involving a minimum estimated expenditure of $10,000 or 
more were made eligible for joint determination action (previously the required 
expenditure had been $25,000 or more). 

2. The Defense Department agreed to furnish bid sets, specifications, and 
drawings on procurements under joint determination to all Small Business 
Administration regional and branch offices. 

The Small Business Administration agreed to withdraw temporarily the 
proposal that it be allowed to screen and consider for joint determination pro- 
curements Classified as “Confidential.” 

It was agreed that the remaining proposals of this Administration would be 
included in the implementing instructions to be issued by the Army, Navy, and 
Air Force. 

Under section IV of DOD instruction dated March 10, 1954, the various mili- 
tary forces were ordered to take action to implement this instruction and submit 
revised regulations to the Assistant Secretary of Defense within 30 days after 
March 10, 1954. The Department of the Army, G—4, reprinted the DOD directive 
and sent it to the field without any implementation on March 31, 1954. The 
Department of the Air Force placed the directive and the implementation of 
same as Air Force Regulation No. 70-7 in the field on May 5, 1954. This imple- 
mentation, however, did net contain the paragraph covering notification of the 
Small Business Administration representatives with respect to small business 
concerns which, in spite of having submitted acceptable bids or proposals are 
being or may be rejected on grounds of capacity, credit or both. It had been 
agreed by conference that this would be in the implementations. The Army 
finally placed their implementation of the portion referring to changes in the 
joint determination program into the field on May 27, 1954. The Navy issued 
implementing instructions on August 3, 1954. 

The lack of implementation by the Army caused serious conflict between 
the Small Business Administration representative and procuring officers and/or 
small business specialists of the Armed Forces at various procurement centers 
such as Springfield Armory, Ordnance Tank Automotive Center, and others. 
This made it necessary in each instance to take these matters up with the 
Department of the Army in Washington, which involved time and effort on the 
part of SBA executives and in most instances delayed operation of the joint 
determination program at the procurement centers involved until the differences 
could be resolved, 

The effectiveness of this program will undoubtedly be increased in the future 
by the adoption, by the Department of Defense and its constituent services, of 
the 10 Small Business Administration proposals designed to increase the volume 
of military prime contracts awarded to small firms. 

The Small Business Administration, by agreement with the Department of 
Defense, is permitted to recommend additional small-business concerns for in- 
clusion in the list of bidders or firms to be solicited for any specific procurement 
found suitable for performance by small business. 

The Administration has an active program of furnishing military purchasing 
offices with competent small-business suppliers when the agency’s procurement 
representatives have found that there is insufficient small-business competition. 
This program enables small firms to compete for Government business of which 
they were unaware, and frequently results in lower prices to the Government 
because of the added competition from small firms. 

Additional assistance is rendered small business by the Administration’s re- 
ferral program. In carrying out this function, the Administration’s regional and 
branch offices notify competent small concerns of Government purchases suitable 
for small business. Such notifications are made after review of bid sets and 
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attachments received by the regional and branch offices. Selected firms whose 
facility records indicate that they can supply the item are notified. The referrals 
are made on procurements covered by joint determination as well as on other 
military and Federal civilian agency procurements which are suitable for small 
firms. 

During the period February 1 through July 31, 1954, 65,807 notifications of 
procurement opportunities were made to qualified small concerns by the agency’s 
regional and branch offices. This compared to 44,536 made during the first 6 
months of the agency’s operations and resulted in a total of 110,343 prime- 
contract referrals made through July 31. 

To facilitate this program, a standard mechanized referral procedure, based 
on the use of die-cut stencils to speed up preparation of the procurement notice 
and addressing machines to expedite the mailing, is being place in the agency’s 
regional offices. Such labor-saving devices should reduce the time formerly 
required to prepare and mail to small firms notices of specific opportunities to 
sell to the Government. 

The program to obtain all possible subcontracting for small firms showed good 
results. The agency develops requests for subcontractors from prime con- 
tractors and has referred many thousands of subcontractors to these and other 
prime contractors. The number of referrals increased over 50 percent compared 
with the first 6 months of the Administration’s operations. Cooperative arrange- 
ments with various Government agencies, such as the Atcmic Energy Commis- 
sion, have produced many subcontracts for small firms. Information about 
procurement opportunities also was widely disseminated. Known awards from 
subcontract referrals made during the reporting year have been 153 in number, 
having a value of $4,022,786. 

The opening of Government procurement information centers at Baltimore, 
Md., and Washington, D. C., the publication of a United States Government 
Purchasing Directory, and the preparation of a United States Government 
Specifications Directory are examples of steps that have been taken to make 
readily available to small-business owners information that will help them in 
competing for Government contracts. 

The Small Business Administration facilities inventory is used for prime and 
subcontract referrals and provides information used to increase procurement 
activity bidders lists as well as standby purposes. Section 210 of the Small 
Business Act of 1953 states: “It shall be the duty of the Administration and it 
is hereby empowered, whenever it determines such action is necessary— 

(a) to make a complete inventory of all productive facilities of small- 
business concerns which can be used for war or defense production, or to 
arrange for such inventory to be made by any other governmental agency 
which has the facilities. In making any such inventory, the appropriate 
agencies in the several States may be requested to furnish an inventory of the 
productive facilities of small-business concerns in each respective State if 
such an inventory is available or in prospect; and 

(b) to coordinate and to ascertain the means by which the productive 
eapacity of small-business concerns can be most effectively utilized for war 
or defense production.” 

On receipt of the facilities data from a company, the regional or branch office 
proceeds to classify the company by industrial code number or numbers. This 
numerical code must be that number which fits most accurately the industrial 
classification of the reporting company, based on the product it normally manu- 
factures. The code numbers to be used are from the Bureau of the Budget 
Standard Industrial Classification Manual. A mechanized procedure has been 
placed in effect whereby the coded information is recorded on stencils which 
ean be selectively sorted for mass addressing purposes. . 

At the present time the facilities-inventory procedure is operating on a limited, 
national, voluntary basis for registering plants with SBA. This arrangement 
provides the framework for the nationwide plan in the event that it becomes 
necessary for a rapid increase in the number of registered plants. 

Certificates of competency are authorized by sections 212 (d) and 213 of the 
Small Business Act of 1953. 

The current need for the certificate of competency program is indicated by its 
benefits to small firms and to the Government itself. Certificates of competency 
benefit small firms by enabling them to obtain Government contracts; in most 
cases also, they benefit both the purchasing agency and the taxpayer through 
money savings. These savings are the difference in cost between the certified 
contract and the next higher bidder. To date, the contracts certified by SDPA 
and SBA have all been with the Department of Defense. 
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The objective of the certification procedure is to assure that qualified small 
companies receive maximum opportunity for obtaining Government contracts. 
These certificates certify small-business concerns as competent with respect to 
capacity and credit, to perform specific Government contracts. The Small Busi- 
ness Administration acts, in effect, as a court of appeals for small firms which 
are low responsive bidders on Government contracts but which are about to 
be disqualified by contracting officers because of doubt as to their ability to 
perform. The agency’s certificates must be accepted as conclusive as to capacity 
and financial stability to perform by Government procurement offices. 

The accomplishments of the certificate program are indicated by the hundreds 
of applications which have been received, and which have resulted in the suc- 
cessful completion of millions of dollars worth of defense contracts. It is the 
policy of the Small Business Administration to render decisions on applications 
for certificates only after careful study, and to award certificates only where 
there is distinct evidence that the applicant can carry out the contract satis- 
factorily. In this way, a certificate of competency becomes something which 
a contracting officer can accept as a thing of value. The procuring service is 
thus assured that in the considered judgment of the Administration, the contract 
will be performed on time. 

The following is an example of the operation of the certificate of competency 
program. In a recent Army Chemical Corps procurement of smoke generators, 
the low bidder was a small eastern firm, employing approximately 70 people. 
The bidder’s ability to produce the smoke generators was questioned by the 
contracting officer, because a plant survey of the company’s facilities had brought 
an adverse report. The company asked the Small Business Administration for 
a certificate of competency, and the ageney sent an engineer and a financial 
specialist to the applicant’s plant. After a thorough study SBA concluded that 
the company possessed adequate productive facilities to manufacture the equip- 
ment, had access to the required finances, had on its payroll or could quickly 
obtain the necessary skilled workers. A certificate of competency was issued to 
the company. The applicant has been awarded the contract, and at a saving 
of over $80,000 to the procuring service and the taxpayers of the Nation. This 
case is completely documented under a published report and hearing of June 
30, 1954, printed for the Subcommittee on Defense Activities of the Committee 
on Armed Services, under authority of House Resolution 125, 88d Congress, 
2d session. 

After a contract is awarded as a result of a certificate of competency, the 
Small Business Administration through its field and Washington staff of pro- 
duction specialists, maintains a careful followup on the progress of the contract, 
and stands ready at any time to offer technical assistance should production 
problems arise which could jeopardize meeting the contract schedule. 


Summary of SDPA certifications as of July 31, 1954 


Active certified contracts ahead of or on schedule__..-----__-_2-- 8 
Active certified contracts behind schedule_....__--_......__-_---- 23 
Procurement withdrawn or contract awarded others_..-_____---_-_ 20 


Cart eis tine. . rm ii a a a) td we nes Tiled telecon seholp nha 5 





Certificates with contracts terminated_...........-_--_------- 16 
Contracts: - coreple tens nai ccutscnndinectennctaeccetes 52 

Total number of certificates issued._......_._--____-__-_--- 124 
Total number of applications received_......._._._-_-._-----_------- 186 
Total value of. certiB@ed, Contre ttnss cise iis edie tiie es $50, 957, 550 
Total sAVilla acu dGinelie bids eee cs ded nel lees $5, 313, 499 

Summary of SBA certifications 

SIRREIPGRCEEIR SONG, SNE SUI is as dente ch nnien gaerah enone aan anata taanslipad 1 
Active certified contracts ahead of or on schedule__---.--_.------- 28 
Active certified contracts behind schedule_...._._-..-------_------- 6 
Pe ge GRE SS REN STE Sie RSS eee 2 
Certificates canceled____- AARNE SAS RS EU LE SOP Serer 2 
Contracts completed (both finished ahead of schedule) .....------ 2 

Total number of certificates issued_..........-_._.-..---.- 41 
Total number of applications received_....._._.--_.....----------- 80 


SESE. Viele CO SORE NOE CONN EEC iiisietiien ie itt e ier eieennbesacenen $5, 459, 027 
a Re eta aie RTA IS a eee eee ee ore $282, 133 
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The statutory authority for SBA to act as prime contractor is contained in 
section 207, paragraphs (c) and (d), of the Small Business Act of 1953. 

At present, the prime contract program in SBA is in standby status. This 
contractual authority could be widely used in the event of an emergency or large 
unemployment. The Small Defense Plants Administration executed seven prime 
contracts. The responsibility to carry to completion or otherwise terminate these 
under liquidation of SDPA was transferred to SBA on November 30, 1953, by 
Executive Order No. 10504. 

The objectives of the prime contract program are to provide additional means 
for small plants to increase their participation in Government contracts. At 
such time as it is determined that SBA will act as prime contractor on Govern- 
ment procurements, the operation would be similar to the SDPA method, in which 
the agency, as prime contractor, subcontracts the item to small business. The 
subcontracts may spread to several tiers of subcontractors. It is this area in 
which production assistance is provided wherein the plants of the subcontractors 
are surveyed and periodically inspected by engineers and technical personnel 
from SBA to help maintain the productive capacity and managerial ability to 
produce the required items. 

In entering a tripartite agreement, the company, the procuring agency, and 
SBA each become signatories to the contract. Collaboration with the military 
procurement agencies in tripartite agreements is maintained on a close, coopera- 
tive basis. 

The Administration can only obtain contracts by being low responsible bidder 
on an advertised procurement, or by arriving at satisfactory price by negotiation 
with a procuring agency. 

The Small Business Act of 1953 in section 207 (e) provides for technical advice 
and ‘counsel to small-business concerns in the broadest sense. Accordingly, a 
productiion-assistance program has been established. The services rendered 
include advice and assistance to meet the production requirements and manufac- 
turing problems of small concerns. 

The accomplishments and effectiveness of the program can be measured by the 
hundreds of plans which have received production assistance from SBA. For 
the 12 months ending July 31, 1954, the agency’s records reveal that there were 
4,243 small plants which received various types of production assistance, includ- 
ing over 800 plant inspections and surveys by SBA personnel. Collaboration 
with other agencies is illustrated by joint plant surveys which are con- 
ducted by SBA staff engineers and procurement agency inspectors or technical 
personnel. The purpose of these joint surveys is to determine the productive 
capacity of a plant, the appraisal value of equipment, or other technical require- 
ments. These plant surveys are usually made with the Department of Defense 
agencies. 

The production assistance functions of SBA are carried out principally on a 
decentralized basis through the 35 regional and branch offices, with the coordina- 
tion of these functions in staff advisory services directed through the national 
office. Some of the problems involve assistance to small plants in factory layout 
and location, methods engineering, production planning and control, materials 
handling, tooling, metal removal problems, and chemical processes. 

Under Executive Order 10493, the President delegated the authority granted 
under section 217 of the Small Business Act to the Administrator of the Small 
Business Administration. This same Executive order also delegates to the 
Administrator of SBA so much of the functions conferred upon the President 
hy section 708 of the Defense Production Act of 1950, as amended, as is necessary 
to effect changes in the composition of, or to take other action respecting volun- 
tary agreements and programs relating to small-business production pools ap- 
proved prior to July 31, 1953, pursuant to the said section 708. 

The primary objective of pooling is to enable small plants to increase their 
productive possibilities, thereby enabling them to handle larger, more complex 
contracts than any one of the plants could undertake alone. The small firms 
gain some of the characteristics of big business—for example, large productive 
capacity, without, at the same time, surrendering entirely their freedom of action. 

The SBA works closely with the Attorney General and the chairman of the Fed- 
eral Trade Commission and obtains the approval of the Attorney General before 
a pool is approved. 

Presently the interest in production pools has declined since the previous fiscal 
period as evidenced by the approval of only three new pools during the year. 
This brings the total number of approved small-business production pools to 29, 
consisting of 610 companies with approximately 29,200 employees. A recent 
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survey of the pools indicates that only 11 out of the 29 consider themselves 
active. The others are not actively seeking contracts but are maintaining their 
organizations on a standby basis for possible reactivation at some later date. 

None of the three pools approved during this period has received contracts as 
yet. Twelve of the 26 previouly approved have been awarded a total of 201 prime 
contracts amounting to approximately $5,710,000. Of the 201 contraets, 4 
were terminated for default for an amount of $2,701,305. In addition to prime 
contracts, some 50 subcontracts have been reported, totaling $2,770,000. 

The current need of small concerns for specifications assistance arises from 
their inability to obtain or review copies of applicable Federal and military 
specifications required in bidding on Government purchases. Experience shows 
that many small concerns have received bid sets without specifications; that in 
many cases the supply of specifications is exhausted at a particular purchasing 
agency due to a heavy demand for a particular procurement; and that often the 
basic specification alone is included with bid sets while all of the supplementary 
specifications are omitted. 

The objectives of SBA are to provide small concerns with a diversified pro- 
gram of specification assistance. Included in the agency’s continuing program of 
assistance in this area are the publication of the United States Government 
Specifications Directory; the availability at the Washington office, and all 34 
field offices, of 4-volume reference sets comprising 375 of the packaging and 
packing specifications required most often by small concerns in selling their 
products to the Government; and personal counseling on specifications problems. 

The United States Government Specifications Directory is a comprehensive 
guide telling where Federal and military specifications may be found at over 
500 Government activities and libraries, and provides pointers on using them. 
It is the only known directory of its type in existence and is arranged alpha- 
betically by States and cities to simplify the location of the place where these 
specifications may be utilized. The directory also includes information on using 
Government specifications, changes in specifications, how to use the directory’s 
listings of reference sources, suggestions on requesting specifications, and the 
extent to which specifications assistance is available at the location shown. The 
directory, in addition, lists the places having reference copies of the indexes of 
specifications and standards used by the Army, Navy, Air Force, and General 
Services Administration. 

The sets of packaging specifications located in the regional offices of SBA 
have proved invaluable as a source of information showing the precise nature 
of Government packaging requirements and in filling an immediate reference 
need of concerns which receive bid sets without packaging specifications. SBA 
field offices receive many inquiries each month for information on packaging and 
packing. The cooperation of GSA and the Department of Defense makes it pos- 
sible to keep these reference sets in current condition. SBA is the only Govern- 
ment agency to establish libraries of packaging and packing specifications 
selected and maintained specifically for the use of small concerns. 

SBA also cooperates with the General Services Administration in reviewing 
proposed new Federal specifications and interim Federal specifications in the 
interest of promulgating specifications that are not restrictive to the interests 
of small business concerns. 

SBA also assists small concerns in obtaining copies of specifications ; provides 
liaison with other agencies concerning specifications problems; and makes avail- 
able for review the various indexes of specifications and the United States 
Government Specifications Directory. 

The materials and equipment responsibilities of SBA follow two general lines, 
(1) direct assistance to small concerns in obtaining their needs or their fair 
share, and (2) consultation with other agencies of Government to insure equit- 
able treatment of small businesses in the formulation of orders and regulations, 
or application of policy. The statutory authority for material and equipment 
services is contained in sections 212 (f) and (g), and 216 of the Small Business 
Act of 1953. 

Small firms do not have as much trouble obtaining materials and equipment 
as they did during the Korean period. This has lightened the burden of the 
Small Business Administration in the materials assistance field. 

SBA has acted as a spokesman for small business before Government agencies 
which are developing future materials and equipment plans or which have 
adopted policies that are causing hardship to small firms. Among the materials 
about which meetings and conferences were held with SBA participation were 
iron and steel, brass and bronze, copper and copper alloy scrap, aluminum, 
titanium, selenium, and some chemicals. 
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Early in 1954, an ‘on-the-spot sampling” of the supply of nickel to the electro- 
plating industry was made by SBA field offices. Subsequently, an amendment to 
the basic rules of the priorities system to correct inequalities in the distribution 
pattern was issued by BDSA with the concurrence of SBA. 

Other changes in materials regulations, such as orders involving titanium mill 
products and copper were reviewed and commented upon by SBA prior to their 
issuance. 

Individual small businesses were assisted in locating machine tools. In some 
eases, it was possible to expedite the delivery of new tools ordered from manu- 
facturers. In other cases, assistance was given in locating used machine tools 
available for purchase. SBA has been notified by the Department of Health, 
Education, and Welfare of surplus Government-owned machine tools available 
from educational institutions all over the United States. This has enabled small 
firms to obtain usable machine tools more quickly and, perhaps, at reduced cost. 
Regional offices are notified whenever Government surplus machine tools are 
available for sale. 

Section 124A of the Internal Revenue Code was included in the Revenue Act 
of 1950, for the purpose of encouraging the investment of private capital in the 
expansion of facilities needed for the defense effort during the present emergency. 

SBA assists small firms by interceding in their behalf with the Office of De- 
fense Mobilization and delegate agencies in obtaining prompt and favorable 
action on applications for necessity certificates, which, when approved, grant 
firms the privilege of writing off over a period of 60 months part or all of the 
cost of new or expanded facilities for tax purposes. SBA aids small concerns 
by determining the possibility of obtaining favorable consideration to applications 
being processed under an open expansion goal, requesting deferral of action by 
delegate agencies pending the establishment of an appropriate goal, and the 
processing of applications under one of the few exceptions for which certificates 
can be granted without a goal having been established. 

Through July 31, 1954, 73 tax amortization certificates sponsored by SBA had 
been approved by the Office of Defense Mobilization. The certificates covered in- 
vestments amounting to $7,136,653. In addition, information and assistance on 
applications for time extensions and scope amendments have been given. 

SBA is represented on the interagency ad hoc committee on expansion goals 
and studies the need for requesting a small-business share of each new goal as 
the goal is considered. 

Defense Manpower Policy No. 4, issued by the Office of Defense Mobilization 
on November 5, 1953, states that the Small Business Administration shall make 
available to small-business concerns in labor surplus areas all of its services; en- 
deavor to insure opportunity for maximum participation by such concerns in Gov- 
ernment procurement, and give consideration to the needs of these concerns in 
the making of joint determinations with Government procurement agencies. 

In carrying out these responsibilities of the Small Business Administration, 
the agency’s regional offices have been operating along the following lines: 

They notify the Small Business Administration representatives or, where 
there are no agency representatives, the small-business specialist at appropriate 
military procurement centers, of the qualifications of the companies and the 
types of bids or proposals their operators wish to receive. 

SBA field specialists interview and encourage prime contractors to award sub- 
contracts to small firms in labor surplus areas. 

Applications for loans from small-business firms in labor surplus areas are 
given priority in processing to expedite consideration of them in Washington. 

Advice and help of the Washington Office of Procurement and Technical As- 
sistance is obtained in assisting small-business concerns which file for tax- 
amortization benefits. 

Small Business Administration field personnel have been very active in as- 
sisting communities which have surplus labor area problems. When assistance 
is requested, the regional director assigns a production or industrial specialist 
to work with the responsible authorities and organizations in the community. 
The specialist will counsel the community on successful methods used by other 
communities. Plant surveys can be made of small industrial plants within the 
community so that the community may have a compilation of its own assets 
on hand. It has been specifically directed, however, that under no circumstances 
should an agency employee attempt to assist a community by persuading or other- 
wise influencing an industry to move to it from another community. 

The managerial assistance program of the Small Business Administration is 
based upon Public Law 163, title II, section 207 (e), which reads in part, “to pro- 
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vide technical and managerial aids to small-business concerns, * * * by co- 
operating and advising with voluntary business, professional, educational, and 
other nonprofit organizations, associations, and institutions and with other Fed- 
eral and State agencies, by maintaining a clearinghouse for information * * * 
(and) by disseminating such information * * *” 

The broad program is divided into three groups: Management publications, 
management training, and management counseling. 

There are five classes of management publications: Management aids for small 
manufacturers, technical aids for small manufacturers, aids for marketers, 
small-business management series, and publications prepared in cooperation with 
the Department of Commerce on management problems of smaller firms. 

These publications are usually written by management specialists in private 
business and distributed free or at a nominal charge.  ° 

In order to make maximum use of the facilities of both the Small Business 
Administration and the Department of Commerce, a joint publication program 
has resulted in the distribution of many excellent leaflets of immediate value to 
the owners of smaller firms. 

In the fall of 1953, it became apparent that small manufacturers producing 
part for defense and part for the civilian markets, as well as other owners and 
operators of small businesses, needed more training or refresher courses in man- 
aging a business. 

As a result, an experimental training program was tried out in Milwaukee, 
where the Small Business Administration cosponsored a course running 8 weeks, 
1 evening a week, for small manufacturers with the University of Wisconsin. 

The University of Richmond offered a course adapted to the needs of all 
classes of smaller operators in that city. Both courses were successful, mea- 
sured in terms of the students as well as the educational institutions. 

Primarily through the field service, individual counseling services are avail- 
able to business operators who request it on management subjects including 
establishing a specific type of business, analyzing locations, reviewing human re- 
lations, establishing cost procedures, and many similar subjects. Basie library 
facilities are being assembled and lists of private experts in different manage- 
ment fields are being compiled to support the fieldmen in their counseling work. 

Through June 30, 1954, 54 management aids were published, and 799,380 copies 
were distributed. Disseminated through the field offices of the Small Business 
Administration and the Department of Commerce, as well as the SBA Washing- 
ton office, a mailing list is also maintained. At present 16,000 individuals have 
requested that they receive new aids automatically as released. 

By June 30, 1954, 38 technical aids had been produced and 355,030 copies dis- 
tributed in the same manner as explained for the management aids. The estab- 
lished mailing list for the technical leaflets is 6,000. 

Small-business management series are published and sold by the Government 
Printing Office. Fourteen titles have been released. The Printing Office reports 
that as of the 30th of June 150,224 copies had been sold. 

The cooperative-publication program was started early this calendar year 
but the publications started coming from the presses at a later date. No record 
is yet available on distribution. Total number of titles released as of July 31, 
1954, is as follows: Bibliographies, 15; capital requirements worksheet, 11; 
operating ratios, 2; catalogs of technical reports, 143; lists of industrial films, 
7; and catalogs of Government-owned inventions, 1. 

One of the guiding policies with which the entire management program is 
carried out is: Make use of established channels whenever possible. This applies 
to the preparation of manuscripts. Very few are written in the Small Business 
Administration. Through the cooperation of such organizations as Association 
of Consulting Management Engineers, American Trade Association Pxecutives, 
and American Association of Advertising Agencies, authors are found who are 
qualified to write on specific subjects. 

The main objective is now and will be in the future to make available the 
latest management information to the smallest manufacturers and distributors 
directly and through every practical channel, private and public. 

The Small Business Administration established its products-assistance pro- 
gram in February 1954, when pilot programs were launched in the Philadelphia 
and Boston regional offices. After testing the effectiveness of this tool for help- 
ing small business help itself, the program was expanded in June to include 
all Small Business Administration field offices, and is now in operation on a 
nationwide basis. The program has not been in operation a sufficient length of 
time which would permit it to be subjected to a fair and proper evaluation for 
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its effectiveness. However, over a short period of 34% months prior to July 15, 
1954, there were 913 requests made of the Washington and Small Business Admin- 
istration field offices for this type of assistance. 

Over the years the research laboratories of Government, universities, and 
industry have accumulated a wealth of information and data of a nonconfidential 
nature with reference to research, new processes, product and market develop- 
ment. This information has always been available but more or less inaccessible. 
The broad objective of this program is to make this accumulated information 
available, when assistance is requested by small-business concerns, to find solu- 
tions to their day-to-day problems in connection with product development with 
respect to design, improvement, or further development of present products and 
processes, and in locating and developing products and processes including new 
lines and new types. 

Field reports and Washington office interviews with representatives of small- 
business concerns indicate constant need for this type of assistance. Many 
small-business concerns do not possess the necessary funds nor the research facil- 
ities to conduct product and new-process development which will enable it to 
keep up to date in this field. They are, therefore, in an unfavorable competitive 
position. By judicious execution of the objectives of this program much can be 
accomplished to alleviate the economic situation in which the small-business 
concern thus finds itself. 

The Small Business Administration does not give technical advice in the opera- 
tion of this program. Instead by establishing working relationships with and 
soliciting the cooperation of voluntary nonprofit organizations, trade associations, 
research institutions, civic groups, and Federal and State agencies, the Small 
Business Administration is able to draw upon the information and data which 
has been developed and make it available to small-business concerns. 

With respect to defense activities, this program has served to cushion the 
shock of cutbacks in defense contracts. It has also provided a tool to small- 
business concerns to aid them in locating and developing civilian-type products 
for manufacturing with their present plant facilities, which in many instances 
enabled them to continue operating above the minimum economic rate of 
production. 

The Small Business Administration is empowered under section 212, para- 
graph (c) of Public Law 163 “to determine within any industry the concerns, 
tirms, persons, corporations, partnerships, cooperatives, or other business enter- 
prises, which are to be designated small-business concerns for the purpose of 
effectuating the provisions of this title.” 

In January 1954, the Small Business Administration formulated tentative size 
standards for defining small business. During the past 6 months of operation, 
the agency has tested this more exact definition of small business which recognizes 
the wide variation in the size structure of manufacturing industries and other 
types of business activities. The agency has found that it is feasible, through 
the use of a definition embodying variable size standards by kinds of business 
activity, to channel assistance to those small-business concerns which are entitled 
to receive the benefits of its programs, and to exclude larger concerns which 
Congress did not intend to share in the programs. On the basis of this experience, 
some modifications have been made in the tentative size standards. 

Entirely apart from the question of what should be the specific size standard 
for a given manufacturing industry or other kind of business activity, there is a 
problem of determining that a business concern is or is not independently owned 
and operated. In the Small Business Act of 1953, Congress provided that ‘“‘a 
small-business concern shall be deemed to be one which is independently owned 
and operated and which is not dominant in its field of operation.” Therefore, 
every size determination must be based not only on the size of the firm under 
consideration but also upon the size of any other affiliated business. For the 
purpose of making a size determination, the concern under consideration and 
all of its affiliates must be considered as one unit. 

A presumption of affiliation is raised when a significant portion of the concern 
under consideration is directly or indirectly held by an individual (or indi- 
viduals) or an associated group (family, holding company, or other business 
entity, ete.) which also holds a similar interest in another concern. Com- 
mon ownership is the most obvious factor to be considered. 

When those who exercise or who may exercise significant control over the 
concern under consideration can also exercise similar control over another con- 
cern, here again the concerns may be said to be affiliated. For example, control 
may arise through interlocking management, such as common directors or com- 
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mon officers. Where the individuals or associated groups having significant 
ownership or control of concerns have actual or tacit agreements relating to 
the operation of the concerns, it may also be said that affiliation exists. Such 
agreements may include use of common facilities, selling agreements, purchasing, 
methods of doing business, or other activities. 

When any of these conditions—common ownership, common control, or com- 
mon operation by agreement—are found to exist, the presumption is that the 
concerns involved are so closely related they must be considered as one entity 
in determining if they are a small business. The burden of proof in rebutting 
this presumption is then shifted to the business concern in question. It must 
introduce evidence to show that the existence of these conditions is not signi- 
ticant and that they are not substantial enough to warrant a finding of affiliation. 

As an example of a case in which a finding of affiliation would not be war- 
ranted, an individual may be a director of several corporations but all other 
evidence may indicate that the corporations are completely unrelated to each 
other. 

Additional experience of Small Business Administration operating officials 
should make it possible to define more precisely the degree of affiliation which 
precludes a concern from being regarded as independently owned and operated. 

There has been no change in the definition of small business used by the Small 
Business Administration in its procurement-assistance programs and in cases 
involving a loan to a concern Which has been granted a certificate of competency— 
that is, a certification that the company is competent, with respect to capacity 
and credit, to perform a specific Government contract. In these cases, any 
concern, including affiliates, which employs fewer than 500 persons at the time of 
the submission of the bid is classified as small. The only exception to this 
general rule is that in the case of purchases which have been set aside for small 
business under the joint determination program, average employment may be 
taken into consideration in specified seasonal industries. An example would be 
the food canning and preserving industry. 

As a standard for loans and other nonprocurement purposes any manufacturing 
concern is classified as small if it has 250 or fewer employees; as large if it has 
more than 1,000 employees. It may be small or large, depending on its industry 
and in accordance with the employment size standards, if it has more than 250 
but not more than 1,000 employees. 

Any wholesale concern is classified as small if its annual dollar value of sales 
is $5 million or less. Previously, the standard was $5 million for some specified 
wholesale trades but not for all. 

As in the case of the wholesale trades, the size standards for the retail and 
service trades have now been made less restrictive. Any retail concern is 
classified as small if its annual sales are $1 million or less. For retailers of 
general merchandise (including department stores and variety stores), or new 
and used motor vehicles, or groceries with fresh meats, the standard is $2 million 
or less. Likewise, any service trades concern is classified as small if its annual 
receipts are $1 million or less, except that any hotel or power laundry is classified 
as small if its annual receipts are $2 million or less. 

New size standards have been established for a few more nonmanufacturing 
activities. Any concern primarily engaged in construction is classified as small 
if its average annual receipts for the preceding 3 years were $5 million or less. 
Any trucking and warehousing (local and long distance) concern is classified 
as small if its annual receipts are $2 million or less. 

Section 207 (a) of the Small Business Act of 1953 authorized the Small Busi- 
ness Administration “to make loans to enable small-business concerns to finance 
plant construction, conversion, or expansion, including the acquisition of land; 
or to finance the acquisition of equipment, facilities, machinery, supplies, or 
materials; or to supply such concerns with working capital to be used in the 
manufacture of articles, equipment, supplies, or materials for war, defense, 
or essential civilian production or as may be necessary to insure a well-balanced 
national economy; * * *” 

In carrying out its functions SBA financial specialists have given advice and 
counsel to thousands of small-business concerns on their financial management 
problems, actively representing them in any cases in their negotiations with pri- 
vate financial institutions; and when needed financing was not otherwise avail- 


able, the agency has provided these businesses funds for expansion and opera- 
tions. 
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In this manner the Small Business Administration is eontributing to the 
independence and economic health of American small business, adding its part 
to the program of industrial mobilization to preserve our national security. 
Its operations in this connection succeed those of the Small Defense Plants 
Administration, with authority under section 714 of the Defense Production 
Act and the Reconstruction Finance Corporation Act. Many of the loans made by 
the Small Business Administration under the authority of the Small Business 
Act of 1953 are to finance the performance of war and defense contracts and 
thereby effectuate the purposes of the Defense Production Act of 1950, as amended. 

Through July 21, 1954, the Small Business Administration had received 2,585 
applications for $154,577.990, of which 3871 for $21,575,157 were subsequently 
withdrawn. A total of 606 loans for $34,756,462 were approved, 983 for $56,971,- 
757 had been declined and the balance were pending final action. 

During the last 6 months, there has been no material change in loan policy. 

There has been one major procedural change which should help considerably 
in expediting actions on loans which can be approved. On July 6, regional offices 
were given authority to approve loans up to $50,000 when there is at least 25 
percent participation by a bank and when at least half of the bank’s share of 
the loan is “new money,” that is, money not already owed to the bank and which 
would be repaid from proceeds of the loan. The application must, of course, 
meet the other eligibility and credit criteria of the Small Business Administra- 
tion. 

A noteworthy feature of our lending program is that private banks are par- 
ticipating with us in more than two-thirds of our loans as compared with less 
than 30 percent under previous similar Government business-loan programs. 
Since about 74 percent of our participation loans are on a deferred basis, it is 
likely that a good share of the funds obligated may never be withdrawn from 
the Federal Treasury. Furthermore, fewer Federal employees are required 
to work on participation loans than on direct ones. 


~O 


1, 1954 


Business loans approved by type of loan cumulative through July 
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Of the 606 business loans approved through July 31, 1954, 329 amounting to 
$20,548,510 were for manufacturing firms. The remainder of 277 amounting to 
$14,207,952 were for various nonmanufacturing business activities. 

Relatively few applications for new disaster loans have been received by the 
Small Business Administration during the last 6 months. Those received have 
been largely from along the Atlantic coast. 

Effective June 30, of this year, the President designated this agency to liqui- 
date approximately 3,400 disaster loans previously made by the Reconstruction 
Finance Corporation and presently outstanding. This function carries with it a 
transfer of the necessary personnel and appropriation. 

The following summary shows activity in the Small Business Administration 
disaster-loan program up to July 31, 1254: There were 302 applications received, 
of which 25 were later withdrawn, leaving 277 loans totaling $1,758,729 the net 
available for consideration. Of these 38 were declined and 196 approved for a 
total of $1,161,584. There were 43 applications pending at July 31, 1954, totaling 
$237,488. 
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LIST OF EXECUTIVE ORDERS 


Issued under the authority of the Defense Production Act of 1950, as amended, in 


whole or in part, during the period beginning Oct. 1, 1951, and ending Sept. 30, 
1954 





Executive 
Order No. 


| | 
“ithe 7 Ee | Federal Regis- | Date of Fed- 
Title of order | Date of order ter citation eral Register 








10301 | Amending Executive Order No. 10161, as | Nov. 2,1951 | 16 F. R.11257.| Nov. 6, 1952 
amended, to provide for alternate members | 
of the Wage Stabilization Board. | 

10308 | Improving the means for obtaining compli- | Dec. 3,1951 | 16 F. I 
ance with the nondiscrimination provisions | 
of Federal contracts. 

10323 | Transferring certain functions and delegat- | Feb. 5,1952 | 17 F. R. 1145__| Feb. 
ing certain powers to the Small Defense 
Plants Administration | 

10324 | Amending Executive Order No. 10161 of Sept. | Feb. 6,1952 | 17 F. R.1171_.| Feb. 7, 1952 
9, 1950, with respect to the definitions of 
**solid fuels’? and ‘‘domestic transportation, | 
storage, and port facilities.’’ 

10359 | Amending Executive Order No. 10161, as | June 9,1952 | 17 F. I 
amended, with respect to certain plant fibers. | 

10370 | Delegating certain authority of the President | July 7,1952 | 17 F. R. 6141__| July 9, 1952 
to the Small Defense Plants Administrator. 

10373 | Amending Executive Order No. 10161 with | July 14,1952 | 17 F. R. 6425..; July 16, 1952 
respect to real-estate credit. 

10377 | Providing for the composition of the Wage 
Stabilization Board. 

10300 | Amending Executive Order No. 10161 of Sept. 
9, 1950, as amended, to provide for certain 
+ ones members of the Wage Stabilization 
soard. | 

10433 | Further providing for the administration of the | Feb. 4,1953 | 18 F. R. 761...| Feb. 6, 1953 
Defense Production Act of 1950, as amended. | } | 


~ 


. 12303.| Dee. 6, 1951 


6, 1952 


%. 5269..| June 11, 1952 


| July 25,1952 | 17 F. R. 6891..| July 29, 1952 


Aug. 30,1952 | 17 F. R. 7995..| Sept. 4, 1952 


10434 | Suspension of wage and salary controls under | Feb. 6,1953 | 18 F. R. 809_..| Feb. 10, 1953 
the Defense Production Act of 1950, as | 
amended, 


10461 | Delegating and transferring certain functions | June 17,1953 | 18 F. R. 3513._| June 19, 1953 
and affairs to the Office of Defense Mobiliza- | 
tion provided for in Reorganization Plan | } | 
No. 3 of 1953. | 
10467 | Further providing for the administration of the | June 30,1953 | 18 F. R. 3777..| July 2, 1953 
Defense Production Act of 1950, as amended. | 
10480 | Further providing for the administration of the | Aug. 14, 1953 | 18 F. R. 4939__| Aug. 20, 1953 
| defense mobilization program. 
10489 | Providing for the administration of certain loan 
and guaranty functions under the Defense | 
Production Act of 1950, as amended. | 
10493 | Delegating certain functions of the President | Oct. 14,1953 | 18 F. R. 6583..| Oct. 16, 1953 
to the Administrator of the Small Business | 
Administration. 
10494 | Disposition of functions remaining under title |... 
| IV of the Defense Production Act. | 
10504 | Transferring certain functions, powers, and Dec, 1,1953 | 18 F. R. 7767..| Dec. 3, 1953 
| 
| 


| 
| 


Sept. 26,1953 | 18 F. R. 6201_-) 


Sept. 29, 1953 


| 


av ees | 18 F. R. 6585--| Do. 


| duties to the Small Business Administration. | 
10537 | Amending Executive Orders Nos. 10219 and 
10480 with respect to the designation of a 
Commissioner of the Interstate Commerce 
| Commission to perform certain functions. 


June 22,1954 | 19,F. R, 3807..| June 22, 1953 





THE DEFENSE PRODUCTION ACT OF 1950, AS IT EXISTS ON JULY 1, 
1954, HAVING BEEN LAST AMENDED ON JUNE 30, 1953 


EXPLANATORY NOTE 


{Roman type is used to indicate text which was not changed by the Defense Production 
Act amendments of 1953. The 1953 amendments appear in italics.] 

(The Defense Production Act of 1950 was amended by the Congress on July 31, 
1951, Public Law 96, 82d Cong., and on June 30, 1952, by Public Law 429, 82d 
Cong., and on June 30, 1953, by Public Laws 94 and 95, 88d Cong. The purpose 
of this compilation is to show the Defense Production Act as it exists on July 1, 
1954 and to identify the material added by the June 30, 1953 amendments. De- 
letions made by the 1953 amendments have not been shown. 





1 Section 104 of Title I (Import Controls), Title II (Authority to Requisition and Con- 
demn), and Title VI (Control of Real Estate Credit) of the Defense Production Act of 
1950, as amended, expired on June 30, 1953. Section 714 of the Defense Production Act, 
as amended (Small Defense Plants Administration), terminated on ie 31, 1953. Titles 

e 


IV (Price and Wage Stabilization) and V (Settlement of Labor Disputes) terminated on 
April 30, 1953. 
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AN ACT 


To establish a system of priorities and allocations for materials and facilities, authorize 
the requisition thereof, provide financial assistance for expansion of productive capacity 
and supply, provide for price and wage stabilization, provide for the settlement of labor 
disputes, strengthen controls over credit, and by these measures facilitate the production 
of goods and services necessary for the national security, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act, divided into titles, may be cited 

as “the Defense Production Act of 1950.” 


SEC, 2. DECLARATION OF POLICY 


In view of the present international situation and in order to provide for the 
national defense and national security our mobilization effort continues to require 
some diversion of certain materials and facilities from civilian use to military and 
related purposes. It also requires expansion of productive facilities beyond the 
levels needed to meet the civilian demand, 


TITLE I—PRIORITIES AND ALLOCATIONS 
SEC. 101. PRIORITIES AND ALLOCATIONS 


Sec. 101. (a) The President is hereby authorized (1) to require that perform- 
ance under contracts or orders (other than contracts of employment) which he 
deems necessary or appropriate to promote the national defense shall take prior- 
ity over performance under any other contractor order, and, for the purpose of 
assuring such priority, to require acceptance and performance of such contracts 
or orders in preference to other contracts or orders by any person he finds to be 
capable of their performance, and (2) to allocate materials and facilities in such 
manner, upon such conditions, and to such extent as he shall deem necessary or 
«appropriate to promote the national defense. 

(b) The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds 
(1) that such material is a scarce and critical material essential to the national 
defense, and (2) that the requirements of the national defense for such material 
cannot otherwise be met without creating a significant dislocation of the normal 
distribution of such material in the civilian market to such a degree as to create 
appreciable hardship. 


SEC. 102. HOARDING AND ACCUMULATING 


In order to prevent hoarding, no person shall accumulate (1) in excess of the 
reasonable demands of business, personal, or home consumption, or (2) for the 
purpose of resale of prices in excess of prevailing market prices, materials which 
have been designated by the President as scarce materials or materials the supply 
of which would be threatened by such accumulation. The President shall order 
published in the Federal Register, and in such other manner as he may deem 
appropriate, every designation of materials the accumulation of which is unlaw- 
ful and any withdrawal of such designation. In making such designations, the 
President may prescribe such conditions with respect to the accumulation of 
materials in excess of the reasonable demands of business, personal, or home 
consumption as he deems necessary to carry out the objectives of this Act. This 
section shall not be construed to limit the authority contained in sections 101 and 
704 of this Act. 

SEC. 103, WILLFUL VIOLATION 


Any person who willfully performs any act prohibited, or willfully fails to 
perform any act required, by the provisions of this title or any rule, regulation, 
or order thereunder, shall, upon conviction, be fined not more than $10,000 or 
imprisoned for not more than one year, or both. 
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TITLE III—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 
SEC, 801. FINANCING THE EXPANSION 


(a) In order to expedite production and deliveries or services under Govern- 
ment contracts, the President may authorize, subject to such regulations as he 
may prescribe, the Department of the Army, the Department of the Navy, the 
Department of the Air Force, the Department of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as “guaranteeing agencies”), 
without regard to provisions of law relating to the making, performance, amend- 
ment, or modification of contracts, to guarantee in whole or in part any public 
or private financing institution (including any Federal Reserve bank), by com- 
mitment to purchase, agreement to share losses, or otherwise, against loss of 
principal or interest or any loan, discount, advance, or on any commitment in 
connection therewith, which may be made by such financing institution for the 
purpose of financing any contractor, subcontractor, or other person in connec- 
tion with the performance of any contract or other operation deemed by the 
guaranteeing agency to be necessary to expedite production and deliveries or 
services under Government contracts for the procurement of materials or the 
performance of services for the national defense, or for the purpose of financing 
any contractor, subcontractor, or other person in connection with or in contem- 
plation of the termination, in the interest of the United States, of any contract 
made for the national defense; but no small-business concern (as defined in sec- 
tion 714 (a) (1) of this Act) shall be held ineligible for the issuance of such 
a guaranty by reason of alternative sources of supply. 

(b) Any Federal agency or any Federal Reserve bank, when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 
fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as may 
be necessary to enable any such fiscal agent to carry out any guarantee made 
by it on behalf of any guaranteeing agency shall be supplied and disbursed by or 
under authority from such guaranteeing agency. No such fiscal agent shall 
have any responsibility or accountability except as agent in taking any action 
pursuant to or under authority of the provisions of this section. Each such fiscal 
agent shall be reimbursed by each guaranteeing agency for all expenses and losses 
incurred by such fiscal agent in acting as agent on behalf of such guaranteeing 
agency, including among such expenses, notwithstanding any other provision 
of law, attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents under authority of or pur- 
suant to this section shall be subject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest, 
guarantee and commitments fees, and other charges which may be made in con- 
nection with loans, discounts, advances, or commitments guaranteed by the guar- 
anteeing agencies through such fiscal agents, and to prescribe regulations goy- 
erning fhe forms and procedures (which shall be uniform to the extent prac- 
ticable) to be utilized in connection with such guarantees, 

(d) Each guaranteeing agency is hereby authorized to use for the purposes 
of this section any funds which have heretofore been appropriated or allocated 
or which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the neces- 
sities of the national defense, 


SEC, 302. LOANS TO PRIVATE ENTERPRISE 


To expedite production and deliveries or services to aid in carrying out Gov- 
ernment contracts for the procurement of materials or the performance of 
services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business enter- 
prises (including research corporations not organized for profit) for the expan- 
sion of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of 
strategic and critical metals and minerals, and manufacture of newsprint. Such 
loans may be made without regard to the limitations of existing law and on 
such terms and conditions as the President deems necessary, except that financial 
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assistance may be extended only to the extent that it is not otherwise available 
on reasonable terms. 


SEC. 303. PURCHASES AND COMMITMENTS TO PURCHASE 


(a) To assist in carrying out the objectives of this Act, the President may 
make provision (1) for purchases of or commitments to purchase metals, min- 
erals, and other materials, for Government use or resale; and (2) for the 
encouragement of exploration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no 
commodity purchased under this subsection shall be sold at less than the estab- 
lished ceiling price for such commodity (except that minerals and metals shall 
not be sold at less than the established ceiling price, or the current domestic 
market price, whichever is lower), or, if no ceiling price has been established, 
the higher of the following: (i) the current domestic market price for such com- 
modity, or (ii) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation as provided in section 
407 of Public Law 439, Eighty-first Congress: Provided further, however, That 
no purchase or commitment to purchase any imported agricultural commodity 
shall be made calling for delivery more than one year after the expiration of this 
Act. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, but not extending beyond 
June 30, 19638, as the President deems necessary, except that purchases or com- 
mitments to purchase involving higher than established ceiling prices (or if there 
be no established ceiling prices, currently prevailing market prices) or anticipated 
loss on resale shall not be made unless it is determined that supply of the 
materials could not be effectively increased at lower prices or on terms more 
favorable to the Government, or that such purchases are necessary to assure the 
availability to the United States of overseas supplies. 

(c) If the President finds— 

(1) that under generally fair and equitable ceiling prices for any raw or non- 
processed material, there will result a decrease in supplies from high-cost sources 
of such material, and that the continuation of such supplies is necessary to carry 
out the objectives of the Act; or 

(2) that an increase in cost of transportation is temporary in character and 
threatens to impair maximum production or supply in any area at stable prices 
of any materials, 


he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such 
manner (including purchases of such material and its resale at a loss without 
regard to the limitations of existing law), and on such terms and conditions, 
as he determines to be necessary to insure that supplies from such high-cost 
sources are continued, or that maximum production or supply in such area at 
stable prices of such materials is maintained, as the case may be. 

(d) The procurement power granted to the President by this section shall 
include the power to transport and store and have processed and refined, any 
materials procured under this section. 

(e) When in his judgment it wili aid the national defense, the President is 
authorized to install additional equipment, facilities, processes, or improvements 
to plants, factories, and other industrial facilities owned by the United States 
Government, and to install Government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons. 

(f) Notwithstanding any other provision of law to the contrary, metals, 
minerals, and materials acquired pursuant to the provisions of this section which 
in the judgment of the President, are excess to the needs of programs under this 
Act, shall be transferred to the national stockpile established pursuant to the 
Act of June 7, 1939, as amended (50 U. S. C. 98-98h), when the President deems 
such action to be in the public interest. 

Transfers made pursuant to this subsection shall be made without charge 
against or reimbursement from funds available under such Act of June 7, 1939, 
as amended, ewcept that costs incident to such transfer other than acquisition 
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costs shall be paid or reimbursed from such funds, and the acquisition costs of 
such metals, mineral, and materials transferred shall be deemed to be net losses 
incurred by the transferring agency and the notes payable issued to the Secretary 
of the Treasury representing the amounts thereof shail be canceled. Upon the 
cancellation of any such notes the aggregate amount of borrowing which may 
be outstanding at any one time under section 304 (b) of this Act, as amended, 
shall be reduced in an amount equal to the amount of any notes so canceled. 


SEC. 304. NEW AGENCIES ; AUTHORITY TQ BORROW 


(a) For the purposes of sections 302 and 303, the President is hereby author- 
ized to utilize such existing departments, agencies, officials, or corporations of 
the Government as he may deem appropriate, or to create new agencies (other 
than corporations). 

(b) Any agency created under this section, and any department, agency, offi- 
cial, or corporation utilized pursuant to this section is authorized, subject to the 
approval of the President, to borrow from the Treasury of the United States, such 
sums of money as may be necessary to carry out its functions under sections 302 
and 303: Provided, That the amount borrowed under the provisions of this sec- 
tion by all such borrowers shall not exceed an aggregate of $2,100,000,000 out- 
standing at any one time: Provided further, That when any contract, agreement, 
loan, or other transaction heretofore or hereafter entered into pursuant to section 
302 or 303 imposes contingent liability upon the United States, such liability 
shall be considered for the purposes of sections 3670 and 3732 of the Revised 
Statutes, as amended, as an obligation only to the extent of the probable ultimate 
net cost to the United States under such transaction; and the President shall 
submit a report to the Congress not less often than once each quarter setting 
forth the gross amount of each such transaction entered into by any agency of 
the United States Government under this authority and the basis for determining 
the probable ultimate net cost to the United States thereunder. For the purpose 
of borrowing as authorized by this subsection, the borrower may issue to the 
Secretary of the Treasury its notes, debentures, bonds, or other obligations to be 
redeemable at its option before maturity in such manner as may be stipulated 
in such obligations. Such obligations shall bear interest at a rate determined by 
the Secretary of the Treasury, taking into consideration the current average 
rate on outstanding marketable obligations of the United States as of the last 
day of the month preceding the issuance of the obligations. The Secretary of 
the Treasury is authorized and directed to purchase such obligations and for 
such purpose the Secretary of the Treasury is authorized to use as a public-debt 
transaction the proceeds from the sale of any securities issued under the Second 
Liberty Bond Act, as amended, and the purposes for which securities may be 
issued under the Second Liberty Bond Act, as amended, are extended to include 
any purchases of obligations hereunder. 


TITLE VII—GENERAL PROVISIONS 
SEC 701. ENCOURAGEMENT OF SMALL-BUSINESS ENTERPRISES 


(a) It is the sense of the Congress that small-business enterprises be encour- 
aged to make the greatest possible contribution toward achieving the objectives 
of this Act. 

(b) In order to carry out this policy— 

(i) the President shall provide small-business enterprises with full infor- 
mation concerning the provisions of this Act relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and 
agencies under this Act; 

(ii) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendments thereto issued under authority of this Act, 
and in their formation there shall be fair representation for independent 
small, for medium, and for large business enterprises, for different geograph- 
ical areas, for trade association members and nonmembers, and for different 
segments of the industry; 

(iii) in administering this Act, such exemptions shall be provided for 
small-business enterprises as may be feasible without impeding the accom- 
plishment of the objectives of this Act; and 

(iv) in administering this Act, special provisions shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 

business enterprises. 
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(c) Whenever the President invokes the powers given him in this Act to allo- 
cate any material in the civilian market, he shall do so in such @ manner as to 
make available, so far as practicable, for business, and various segments thereof in 
the normal channel of distribution of such material, a fair share of the available 
civilian supply based, so far as practicable, on the share received by such busi- 
ness under normal conditions during a representative period following June 30, 
1953: Provided, however, That the President shall from time to time give effect 
to the then current competitive position of established businesses as measured 
over a reasonable period of time, except as the same may result from Govern- 
ment controls under this or any other Act: Provided further, That the limita- 
tions and restrictions imposed on the production of specific items shall not ez- 
clude new concerns and newly acquired operations from a fair and reasonable 
share of total authorized production, and shall give due consideration to the 
needs of new concerns and newly acquired operations: Provided further, That 
if the President continues or reimposes allocation controls after June 30, 1953, 
in the civilian market of any materials subject to such controls on July 1, 1958, 
he shall do so in the manner above provided but on the basis of the share re- 
ceived by such business during a representative period preceding June 24, 1950, 
adjusted to reflect, since such date, attained competitive position, the require- 
ments of new concerns and newly acquired operations. 


SEC. 702. DEFINITIONS 

As used in this Act— 

(a) The word “person” includes an individual, corporation, partnership, as- 
sociation, or any other organized group of persons, or legal successor or repre- 
sentative of the foregoing, and includes the United States or any agency thereof, 
or any other government, or any of its political subdivisions, or any agency of 
any of the foregoing: Provided, That no punishment provided by this Act shall 
apply to the United States, or to any such government, political subdivision, or 
government agency. 

(b) The word “materials” shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes. 

(c) The word “facilities” shall not include farms, churches, or other places 
of worship, or private dwelling houses. 

(d) The term “national defense” means programs for military and atomic 
energy production or construction, military assistance to any foreign nation, 
stockpiling, and directly related activity. 

(e) The words “wages, salaries, and other compensation” shall include all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, employer contributions to 
or payments of insurance or welfare benefits, employer contributions to a pen- 
sion fund or annuity, payments in kind, and premium overtime payments. 


SEC, 703, DELEGATIONS; NEW AGENCIES 


(a) Except as otherwise specifically provided, the President may delegate 
any power or authority conferred upon him by this Act to any officer or agency 
of the Government, including any new agency or agencies (and the President is 
hereby authorized to create such new agencies, other than corporate agencies, 
as he deems necessary), and he may authorize such redelegations by that officer 
or agency as the President may deem appropriate. The President is authorized 
to appoint heads and assistant heads of any such new agencies, and other offi- 
cials therein of comparative status, and to fix their compensation, without regard 
to the Classification Act of 1949, as amended, the head of one such agency to be 
paid at a rate comparable to the compensation paid to the heads of executive 
departments of the Government, and other such heads, assistant beads, and 
officials at rates comparable to the compensation paid to the heads and assistant 
heads of independent agencies of the Government. Any officer or agency may 
employ civilian personnel for duty in the United States, including the District of 
Columbia, or elsewhere, without regard to section 14 of the Federal Employees 
Pay Act of 1946 (60 Stat. 219), as the President deems necessary to carry out 
the provisions of this Act. 

(b) The head and assistant heads ef any independent agency created to ad- 
minister the authority conferred by title IV of this Act shall be appointed by 
the President, by and with the advice and consent of the Senate. There shall be 





eee die peed te ee 




































































NATIONAL DEFENSE PRODUCTION AND CONTROLS 243 


included among the policy-making officers of each regional office administering 
the authority conferred by title IV of this Act a resident of each State served by 
such office whose governor requests such representation. 


SEC. 704. ISSUANCE OF REGULATIONS 


The President may make such rules, regulations, and orders as he deems neces- 
sary or appropriate to carry out the provisions of this Act. Any regulation or 
order under this Act may be established in such form and manner, may contain 
such classifications and differentiations, and may provide for such adjustments 
and reasonable exceptions as in the judgment of the President are necessary 
or proper to effectuate the purposes of this Act, or to prevent circumvention or 
evasion, or to facilitate enforcement of this Act, or any rule, regulation, or order 
issued under this Act. No rule, regulation, or order issued under this Act which 
restricts the use of natural gas (either directly, or by restricting the use of facili- 
ties for the consumption of natural gas, or in any other manner) shall apply in 
any State in which a public regulatory agency has authority to restrict the use 
of natural gas and certifies to the President that it is exercising that authority 
to the extent necessary to accomplish the objectives of this Act. 


SEC, 705, OBTAINING INFORMATION 


(a) The President shall be entitled, while this Act is in effect and for a period 
of two years thereafter, by regulation, subpena, or otherwise, to obtain such in- 
formation from, require such reports and the keeping of such records by, make 
such inspection of the books, records, and other writings, premises or property 
of, and take the sworn testimony of, and administer oaths and affirmations to, 
any person as may be necessary or appropriate, in his discretion, to the enforce- 
ment or the administration of this Act and the regulations or orders issued there- 
under. The President shall issue regulations insuring that the authority of this 
subsection will be utilized only after the scope and purpose of the investigation, 
inspection, or inquiry to be made have been defined by competent authority, and 
it is assured that no adequate and authoritative data are available from any 
Federal or other responsible agency. In case of contumacy by, or refusal to 
obey a subpena served upon, any person referred to in this subsection, the dis- 
trict court of the United States for any district in which such person is found 
or resides or transacts business, upon application by the President, shall have 
jurisdiction to issue an order requiring such person to appear and give testimony 
or to appear and produce documents, or both; and any failure to obey such 
order of the court may be punished by such court as a contempt thereof. 

(b) No person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or sub- 
jected to any penalty or forfeiture in any court, for or on account of any trans- 
action, matter, or thing concerning which he is so compelled, after having claimed 
his privilege against self-incrimination, to testify or produce evidence, docu- 
mentary or otherwise, except that such natural person so testifying shall not 
be exempt from prosecution and punishment for perjury committed in so testify- 
ing: Provided, That the immunity granted herein from prosecution and punish- 
ment and from any penalty or forfeiture shall not be construed to vest in any 
individual any right to priorities assistance, to the allocation of materials, or to 
any other benefit which is within the power of the President to grant under any 
provision of this Act. 

(c) The production of a person’s books. records, or other documentary evidence 
shall not be required at any place other than the place where such person usually 
keeps them, if, prior to the return date specified in the regulations, subpena, or 
other document issued with respect thereto, such person furnishes the President 
with a true copy of such books, records, or other documentary evidence (certified 
by such person under oath to be a true and correct copy) or enters into a stipula- 
tion with the President as to the information contained in such hooks, records, 
or other documentary evidence. Witnesses shall be paid the same fees and mile- 
uge that are paid witnesses in the courts of the United States. 

(d) Any person who wilifully performs any act prohibited or willfully fails 
to perform any act required by the above provisions of this section, or any rule, 
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regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year or both. 

(e) All information obtained by the Office of Price Stabilization under this 
section 705, as amended, and not made public prior to April 30, 1953, shall be 
deemed confidential and shall not be published or disclosed, either to the public 
or to another Federal agency except the Congress or any duly authorized com- 
mittee thereof, and except the Department of Justice for such use as it may 
deem necessary in the performance of its functions, unless the President de- 
termines that the withholding thereof is contrary to the interests of the national 
defense, and any person willfully violating this provision shall, upon conviction, 
be fined not more than $10,000 or imprisoned for not more than one year, or 
both. 

(f) Any person subpenaed under this section shall have the right to make a 
record of his testimony and to be represented by counsel. 


SEC, 706. INJUNCTIONS; VENUE; SERVICE OF PROCESS 


(a) Whenever in the judgment of the President any person has engaged or is 
about to engage in any acts or practices which constitute or will constitute a 
violation of any provision of this Act, he may make application to the appro- 
priate court for an order enjoining such acts or practices, or for an order en- 
forcing compliance with such provision, and upon a showing by the President 
that such person has engaged or is about to engage in any such acts or practices 
a permanent or temporary injunction, restraining order, or other order, with or 
without such injunction or restraining order, shall be granted without bond. 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdiction of violations of this Act or any rule, regulation, order, or 
subpena thereunder, and of all civil actions under this Act to enforce any liability 
or duty created by, or to enjoin any violation of this Act or any rule, regulation, 
order or subpena thereunder. Any criminal proceeding on account of any such 
violation may be brought in any district in which any act, failure to act, or 
transaction constituting the violation occurred. Any such civil action may be 
brought in any such district or in the district in which the defendant resides or 
transacts business. Process in such cases, criminal or civil, may be served in 
any district wherein the defendant resides or transacts business or wherever 
the defendant may be found; the subpena for witnesses who are required to 
attend a court in any district in such case may run into any other district. The 
termination of the authority granted in any title or section of this Act, or of 
any rule, regulation, or order issued thereunder, shall not operate to defeat any 
suit, action, or prosecution, whether theretofore or thereafter commenced, with 
respect to any right, liability, or offense incurred or committed prior to the ter- 
mination date of such title or of such rule, regulation, or order. No costs shall 
be assessed against the United States in any proceeding under this Act. All 
litigation arising under this Act or the regulations promulgated thereunder shall 
be under the supervision and control of the Attorney General. 


SEC. 707. EXCULPATORY PROVISION 


No person shall be held liable for damages or penalties for any act or failure 
to act resulting directly or indirectly from compliance with a rule, regulation, 
or order issued pursuant to this Act notwithstanding that any such rule, regula- 
tion, or order shall thereafter be declared by judicial or other competent authority 
to be invalid. No person shall discriminate against orders or contracts to which 
priority is assigned or for which materials or facilities are allocated under 
title I of this Act or under any rule, regulation, or order issued thereunder, 
by charging higher prices or by imposing different terms and conditions for 
such orders or contracts than for other generally comparable orders or contracts, 
or in any other manner. 


SEC. 708. VOLUNTARY AGREEMENTS 


(a) The President is authorized to consult with representatives of industry. 
business, financing, agriculture, labor, and other interests, with a view to 
encouraging the making by such persons with the approval by the President of 
voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this Act 
is in effect, if requested by the President pursuant to a voluntary agreement or 
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program approved under subsection (a) and found by the President to be in the 
public interest as contributing to the national defense shall be construed to be 
within the prohibition of the antitrust laws or the Federal Trade Commission 
Act of the United States. A copy of each such request intended to be within 
the coverage of this section, and any modification or withdrawal thereof, shall 
be furnished to the Attorney General and the Chairman of the Federal Trade 
Commission when made, and it shall be published in the Federal Register unless 
publication thereof would, in the opinion of the President, endanger the national 
security. 

(c) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless other- 
wise required to be so appointed, and (2) upon the condition that such officials 
consult with the Attorney General and with the Chairman of the Federal Trade 
Commission not less than ten days before making any request or finding there- 
under, and (3) upon the condition that such officials obtain the approval of the 
Attorney General to any request thereunder before making the request. For 
the purpose of carrying out the objectives of title I of this Act, the authority 
granted in subsection (b) of this section shall not be delegated except to a 
single official of the Government. 

(d) Upon withdrawal of any request or finding made hereunder the pro- 
visions of this section shall not apply to any subsequent act or omission to act 
by reason of such finding or request. 

(e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power 
in the course of the administration of this Act. The Attorney General shall 
submit to the Congress and the President within ninety days after the approval 
of this Act, and at such times thereafter as he deems desirable, reports setting 
forth the results of such surveys and including such recommendations as he 
may deem desirable. 

(f) After the date of enactment of the Defense Production Act Amendments 
of 1952, no voluntary program or agreement for the control of credit shall be 
approved or carried out under this section. 


SEC. 709. STATEMENTS OF CONSIDERATION 


The functions exercised under this Act shall be excluded from the operation 
of the Administrative Procedures Act (60 Stat. 237) except as to the require- 
ments of section 3 thereof. Any rule, regulaticn, or order, or amendment thereto, 
issued under authority of this Act shall be accompanied by a statement that in 
the formulation thereof there has been consultation with industry representa- 
tives, including trade association representatives, and that consideration has 
been given to their recommendations, or that special circumstances have rendered 
such consultation impracticable or contrary to the interest of the national de- 
fense, but no such rule, regulation, or order shall be invalid by reason of any 
subsequent finding by judicial or other authority that such a statement is 
inaccurate. 


SEC. 710. SUPER GRADES ; CONSULTANTS ; SPECULATION 


(a) The President, to the extent he deems it necessary and appropriate in order 
to carry out the provisions of this Act, is authorized to place positions and employ 
persons temporarily in grades 16, 17, and 18 of the General Schedule established 
by the Classification Act of 1949, and such positions shall be additional to the 
number authorized by section 505 of that Act. 

(b) The President is further authorized to the extent he deems it necessary 
and appropriate in order to carry out the provisions of this Act, and subject to 
such regulations as he may issue, to employ persons of outstanding experience 
and ability without compensation ; and he is authorized to provide by regulation 
for the exemption of such persons from the operation of sections 281, 283, 284, 
434, and 1914 of title 18 of the United States Code and section 190 of the Revised 
Statutes (5 U. 8S. C. 99). Persons appointed under the authority of this subsec- 
tion may be allowed transportation and not to exceed $15 per diem in lieu of sub- 
sistence while away from their homes or regular places of business pursuant to 
such appointment. 
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(c) The President is authorized, to the extent he deems it necessary and appro- 
priate in order to carry out the provisions of this Act to employ experts and con- 
sultants or organizations thereof, as authorized by section 55a of title 5 of the 
United States Code. Individuals so employed may be compensated at rates not 
in excess of $50 per diem and while away from ‘their homes or regular places of 
business they may be allowed transportation and not to exceed $15 per diem in 
lieu of subsistence and other expenses while so employed. The President is 
authorized to provide by regulation for the exemption of such persons from the 
operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U.S. C. 99). 

(d) The President may utilize the services of Federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies and utilize 
such voluntary and uncompensated services as may from time to time be needed ; 
and he is authorized to provide by regulation for the exemption of persons whose 
services are utilized under this subsection from the operation of sections 281, 283, 
284, 434, and 1914 of title 18 of the United States Code and section 190 of the 
Revised Statutes (5 U. S. C. 99). 

(e) Whoever, being an officer or employee of the United States or any depart- 
ment or agency thereof (including any Member of the Senate or House of Repre- 
sentatives), receives, by virtue of his office or employment, confidential informa- 
tion and (1) uses such information in speculating directly or indirectly on any 
commodity exchange or (2) discloses such information for the purpose of aiding 
any other person so to speculate, shall be fined not more than $10,000 or impris- 
oned not more than one year, or both. As used in this section, the term “specu- 
late” shall not include a legitimate hedging transaction, or a purchase or sale 
which is accompanied by actual delivery of the commodity. 

(f) The President, when he deems such action necessary, may make provision 
for the printing and distribution of reports, in such number and in such manner 
as he deems appropriate, concerning the actions taken to carry out the objectives 
of this Act. 


SEC. 711. APPROPRIATIONS 


There are hereby authorized to be appropriated such sums as may be necessary 
and appropriate for the carrying out of the provisions and purposes of this Act by 
the President and such agencies as he may designate or create. Funds made 
available for the purposes of this Act may be allocated or transferred for any of 
the purposes of this Act, with the approval of the Bureau of the Budget, to any 
agency designated to assist in tarrying out this Act. Funds so allocated or trans- 
ferred shall remain available for such period as may be specified in the Acts 
making such funds available. 


SEC, 712. JOINT CONGRESSIONAL COMMITTEE ON DEFENSE PRODUCTION 


(a) There is hereby established a joint congressional committee to be known as 
the Joint Committee on Defense Production (hereinafter referred to as the com- 
mittee), to be composed of ten members, as follows: 

(1) Five members who are members of the Committee on Banking and Cur- 
rency of the Senate, three from the majority and two from the minority party, 
to be appointed by the chairman of the committee; and 

(2) Five members who are members of the Committee on Banking and Cur- 

rency of the House of Representatives, three from the majority and two from 
the minority party, to be appointed by the chairman of the committee. 
A vacancy in the membership of the committee shall be filled in the same manner 
as the original selection. The committee shall elect a chairman and a vice chair- 
man from among its members, one of whom shall be a member of the Senate and 
the other a member of the House of Representatives. 

(b) It shall be the function of the committee to make a continuous study of 
the programs and of the fairness to consumers of the prices authorized by this 
Act and to review the progress achieved in the execution and administration 
thereof. Upon request, the committee shall aid the standing committees of the 
Congress having legislative jurisdiction over any part of the programs authorized 
by this Act; and it shall make a report to the Senate and the House of Repre- 
sentatives, from time to time, concerning the results of its studies, together with 
such recommendations as it may deem desirable. Any department, official, or 
agency administering any of such programs shall, at the request of the committee, 
consult with the committee, from time to time, with respect to their activities 
under this Act. 
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(c) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by 
subpena (to be issued under the signature of the chairman or vice chairman of 
the committee) or otherwise the attendance of such witnesses and the production 
of such books, papers, and documents, to administer such oaths, to take such 
testimony, to procure such printing and binding, and to make such expenditures 
as it deems advisable. The cost of stenographic services to report such hearings 
shall not be in excess of 25 cents per hundred words. The provisions of sections 
102 to 104, inclusive, of the Revised Statutes shall apply in case of any failure 
of any witness to comply with any subpena or to testify when summoned under 
authority of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Classifi- 
cation Act of 1949, as amended, fix the compensation of such experts, consultants, 
technicians, and organizations thereof, and clerical and stenographiec assistants 
as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$50,000 in any fiscal year, shall be paid one-half from the contingent fund of the 
Senate and one-half from the contingent fund of the House of Representatives 
upon vouchers signed by the chairman or vice chairman. Disbursements to pay 
such expenses shall be made by the Clerk of the House of Representatives out 
of the contingent fund of the House of Representatives, such contingent fund to 
be reimbursed from the contingent fund of the Senate in the amount of one-half 
of disbursements so made without regard to any other provision of law. 


SEC. 713. TERRITORIAL APPLICABILITY 


The provisions of this Act shall be applicable to the United States, its Terri- 
tories and possessions, and the District of Columbia. 


SEC. 714. SMALL DEFENSE PLANTS ADMINISTRATION 


(a) (1) It is the sense of the Congress that small-business concerns be en- 
couraged to make the greatest possible contribution toward achieving the o jec- 
tives of this Act. In order to carry out this policy there is hereby created an 
agency under the name “Small Defense Plants Administration” (hereinafter re- 
ferred to as the Administration), which Administration shall be under the general 
direction and supervision of the President and shall not be affiliated with or be 
within any other agency or department of the Federal Government. The prin- 
cipal office of the Administration shall be located in the District of Columbia, but 
the Administration may establish such branch offices in other places in the United 
States as may be determined by the Administrator of the Administration. For 
the purposes of this section, a small-business concern shall be deemed to be one 
which is independently owned and operated and which is not dominant in its 
field of operation. The Administration, in making a detailed definition, may use 
these criteria, among others; independency of ownership and operation, number 
of employees, dollar volume of business, and nondominance in its field. 

(2) The Administration is authorized to obtain money from the Treasury of 
the United States, for use in the performance of the powers and duties granted 
to or imposed upon it by law, not to exceed a total of $50,000,000 outstanding at 
uny one time. For this purpose appropriations not to exceed $50,000,000 are 
hereby authorized to be made to a revolving fund in the Treasury. Advances 
shall be made to the Administration from the revolving fund when requested 
by the Administration. This revolving fund shall be used for the purposes enu- 
merated subsequently in subsection (b) (1) (B), (C), and (D). Reimburse- 
ments made to the Administration under these operations shall revert to the 
revolving fund for use for the same purposes. 

(3) The management of the Administration shall be vested in an Administrator 
who shall be appointed by the President, by and with the advice and consent of 
the Senate, and who shail be a person of outstanding qualifications known to be 
familiar and sympathetic with small-business needs and problems. The Ad- 
ministrator shall receive compensation at the rate of $17,500 per annum. The 
Administrator shall not engage in any other business, vocation, or employment 
than that of serving as Administrator. The Administrator is authorized to ap- 
point two Deputy Administrators to assist in the execution of the functions vested 
in the Administration. Deputy Administrators shall be paid at the rate of 
$15,000 per annum. 

(4) The Administration shall not have succession, beyond July 31, 1953, 
except for purposes of liquidation, unless its life is extended beyond such 
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date pursuant to an Act of Congress. It shall have power to adopt, alter, and 
use a seal, which shall be judicially noticed; to select and employ such officers, 
employees, attorneys, and agents as shall be necessary for the transaction of 
business of the Administration; to define their authority and duties, require 
bonds of them, and fix the penalties thereof. The Administration, with the con- 
sent of any board, commission, independent establishment, or executive depart- 
ment of the Government, may avail itself of the use of information, services, 
facilities, including any field service thereof, officers, and employees thereof in 
earrying out the provisions of this section. 

(5) All moneys of the Administration not otherwise employed may be depos- 
ited with the Treasurer of the United States subject to check by authority of the 
Administration or in any Federal Reserve bank. The Federal Reserve banks are 
authorized and directed to act as depositaries, custodians, and fiscal agents for 
the Administration in the general performance of its powers conferred by this 
Act. All insured banks, when designated by the Secretary of the Treasury, 
shall act as custodians and financial agents for the Administration. 

(b) (1) Without regard to any other provision of law except the regulations 
prescribed under section 201 of the First War Powers Act, 1941, as amended, the 
Administration is empowered— 

(A) to recommend to the Reconstruction Finance Corporation loans or 
advances, on such terms and conditions and with such maturity as the 
Reconstruction Finance Corporation may determine on its own discretion, 
to enable small-business concerns to finance plant construction, conversion, 
or expansion, including the acquisition of land; or finance the acquisition 
of equipment, facilities, machinery, supplies, or materials; or to finance re- 
search, development, and experimental work on new or improved products 
or processes ; or to supply such concerns with capital to be used in the manu- 
facture of articles, equipment, supplies, or materials for defense or essential 
civilian purposes; or to establish and operate technical laboratories to serve 
small-business concerns; such loans or advances to be made or effected either 
directly by the Reconstruction Finance Corporation or in cooperation with 
banks or other lending institutions through agreements to participate in 
insurance of loans, or by the purchase of participations, or otherwise ; 

(B) to enter into contracts with the United States Government and any 
department, agency, or officer thereof having procurement powers obligating 
the Administration to furnish articles, equipment, supplies, or materials to 
the Government ; 

(C) to arrange for the performance of such contracts by letting subcon- 
tracts to small-business concerns or others for the manufacture, supply, or 
assembly of such articles, equipment, supplies, or materials, or parts thereof, 
or servicing or processing in connection therewith, or such management serv- 
ices as may be necessary to enable the Administration to perform such con- 
tracts; and 

(D) to provide technical and managerial aids to small-business concerns, 
by maintaining a clearinghouse for technical information, by cooperating 
with other Government agencies, by disseminating information, and by such 
other activities as are deemed appropriate by the Administration. 

(2) In any case in which the Administration certifies to any officer of the 
Government having procurement powers that the Administration is competent 
to perform any specific Government procurement contract to be let by any such 
officers, such officer shall be authorized to let such procurement contract to the 
Administration upon such terms and conditions as may be agreed upon between 
the Administration and the procurement officer. 

(c) (1) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, or 
otherwise, or the acceptance, release, or substitution of security therefor, or for 
the purpose of influencing in any way the action of the Administration, or for the 
purpose of obtaining money, property, or anything of value, under this section, 
shall be punished by a fine of not more than $5,000 or by imprisonment for not 
more than two years, or both. 

(2) Whoever, being connected in any capacity with the Administration, (A) 
embezzles, abstracts, purloins, or willfully misapplies any moneys, funds, secu- 
rities, or other things of value, whether belonging to it or pledged or otherwise 
entrusted to it, or (B) with intent to defraud the Administration or any other 
body politic or corporate, or any individual, or to deceive any officer, auditor, or 
examiner of the Administration makes any false entry in any book, report, or 
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statement of or to the Administration, or, without being duly authorized, draws 
any order or issues, puts forth, or assigns any note, debenture, bond, or other 
obligation, or draft, bill of exchange, mortgage, judgment, or decree thereof, or 
(C) with intent to defraud participates, shares, receives, directly or indirectly, 
any money, profit, property, or benefit through any transaction, loan, commission, 
contract, or any other act of the Administration, or (D) gives any unauthorized 
information concerning any future action or plan of the Administration which 
might affect the value of securities, or, having such knowledge, invests or specu- 
lates, directly or indirectly, in the securities or property of any company or cor- 
poration receiving loans or other assistance from the Administration, shall be 
punished by a fine of not more than $10,000 or by imprisonment for not more than 
five years, or both. 

(d) (1) It shall be the duty of the Administration, ard it is hereby empowered, 
to coordinate and to ascertain the means by which the productive capacity of 
small-business concerns can be most effectively utilized for national defense and 
essential civilian production. 

(2) It shall be the duty of the Administration, and it is hereby empowered, to 
consult and cooperate with appropriate governmental agencies in the issuance 
of all orders limiting or expanding production by, or in the formulation of policy 
in granting priorities to, business concerns. All such governmental agencies are 
required, before issuing such orders or announcing such priority policies, to con- 
sult with the Administration in order that small-business concerns will be most 
effectively utilized in the production of articles, equipment, supplies, and mate- 
rials for national defense and essential civilian purposes. 

(e) The Administration shall have power, and it is hereby directed, whenever 
it determines such action is necessary— 

(1) to make a complete inventory of all productive facilities of small- 
business concerns. which can be used for defense and essential civilian pro- 
duction or to arrange for such inventory to be made by any other govern- 
mental agency which has the facilities. In making any such inventory, the 
appropriate agencies in the several States shall be requested to furnish an 
inventory of the productive facilities of small-business concerns in each 
respective State if such an inventory is available or in prospett; 

(2) to consult and cooperate with officers of the Government having pro- 
curement powers in order to utilize the potential productive capacity of 
plants operated by small-business concerns ; 

(3) to obtain information as to methods and practices which Government 
prime contractors utilize in letting subcontracts and to take action to encour- 
age the letting of subcontracts by prime contractors to small-business concerns 
at prices and on conditions and terms which are fair and equitable; 

(4) to take such action, authorized under this section, as is necessary 
to provide small-business concerns with an adequate incentive, excluding 
subsidies, to engage in defense and essential civilian production and to 
facilitate the conversion and equipping of plants of small-business concerns 
for such production ; 

(5) to determine within any industry the concerns, firms, persons, corpo- 
rations, partnerships, cooperatives, or other business enterprises which are 
to be designated “small-business concerns” for the purpose of effectuating 
the provisions of this section ; 

(6) to certify to Government procurement officers with respect to the 
competency, as to capacity and credit, of any small-business concern or 
group of such concerns to perform a specific Government procurement 
contract ; 

(7) to obtain from any Federal department, establishment, or agency 
engaged in defense procurement or in the financing of defense procurement 
or production such reports concerning the letting of contracts and subcon- 
tracts and making of loans to business concerns as it may deem pertinent 
in carrying out its functions under this Act; 

(8) to obtain from suppliers of materials information pertaining to the 
method of filling orders and the bases for allocating their supply, whenever 
it appears that any small business is unab?e to obtain materials for defense 
or essential civilian production from its normal sources: 

(9) to make studies and recommendations to the appropriate Federal 
agencies to insure a fair and equitable share of materials, supplies, and 
equipment to small-business concerns to effectuate the defense program or 
for essential civilian purposes ; 








































































| 


GNIVERSITY OF MICHIGAN TCISRARTES 


250 NATIONAL DEFENSE PRODUCTION AND CONTROLS 


(10) to consult and cooperate with all Government agencies for the 
purpose of insuring that small-business concerns shall receive fair and 
reasonable treatment from said agencies; and 2 

(11) to establish such advisory boards and committees wholly repre- 
sentative of small business as may be found necessary to achieve the purposes 
of this section. 

(f) (1) In any case in which a small-business concern or group of such con- 
cerns has been certified by or under the authority of the Administration to 
be a competent Government contractor with respect to capacity and credit as 
to a specific Government procurement contract, the officers of the Government 
having procurement powers are directed to accept such certification as con- 
elusive, and are authorized to let such Government procurement contract to 
such concern or group of concerns without requiring it to meet any other require- 
ment with respect to capacity and credit. 

(2) The Congress has as its policy that a fair proportion of the total purchases 
and contracts for supplies and services for the Government shall be placed 
with small-business concerns. To effectuate such policy, small-business con- 
cerns within the meaning of this section shall receive any award or contract 
or any part thereof as to which it is determined by the Administration and 
the contracting procurement agencies (A) to be in the interest of mobilizing 
the Nation’s full productive capacity, or (B) to be in the interest of the national 
defense program, to make such award or let such contract to a small-business 
concern. 

(3) Whenever materials or supplies are allocated in the civilian market by 
law, a fair and equitable percentage thereof shall be allocated to small plants 
unable to obtain the necessary materials or supplies from usual sources. Such 
percentage shall be determined by the head of the lawful allocating authority 
after giving full consideration to the claims presented by the Administration. 

(g) The Administration shall make a report every ninety days of operations 
under this title to the President, the President of the Senate, and the Speaker 
of the House of Representatives. Such report shall include the names of the 
business concerns to whom contracts are let, and for whom financing is arranged, 
by the Administration, together with the amounts involved, and such report 
shall include such other information, and such comments and recommendations, 
with respect to the relation of small-bus:ness concerns to the defense effort, 
as the Administration may deem apvropriate. 

(h) The Administration is hereby empowered to make studies of the effect 
of price, credit, and other controls imposed under the defense program and 
whenever it finds that these controls discriminate against or impose undue 
hardship upon small business, to make recommendations to the appropriate 
Federal agency for the adjustment of controls to the needs of small business. 

(i) The Reconstruction Finance Corporation is authorized to make loans and 
advances upon the recommendation of the Small Defense Plants Administration 
as provided in (b) (1) (A) of this section not to exceed an aggregate of $100,- 
000,000 outstanding at any one time, on such terms and conditions and with such 
maturities as Reconstruction Finance Corporation may determine. 

(j) The President may transfer to the Administration any functions, powers, 
and duties of any department or agency which relates primarily to small-business 
problems. 

(k) No loan shall be recommended or equipment, facilities, or services fur- 
nished by the Administration under this section to any business enterprise unless 
the owners, partners, or officers of such business enterprise (1) certify to the 
Administration the names of any attorneys, agents, or other persons engaged by 
or on behalf of such business enterprise for the purpose of expediting applications 
made to the Administration for assistance of any sort, and the fees paid or to be 
paid to any such persons, and (2) execute an agreement binding any such business 
enterprise for a period of two years after any assistance is rendered by the Admin- 
istration to such business enterprise, to refrain from employing, tendering any 
office or employment to, or retaining for professional services, any person who, 
on the date such assistance or any part thereof was rendered, or within éne year 
prior thereto, shall have served ag an officer, attorney, agent, or employee of the 
Administration occupying a position or engaging in activities which the Adminis- 
tration shall have determined involve discretion with respect to the granting of 
assistance under this section. 

(1) To the fullest extent the Administration deems practicable, it shall make 
a fair charge for the use of Government-owned property and make and let con- 
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tracts on a basis that will result in a recovery of the direct costs incurred by the 
Administration. 

(m) There are hereby authorized to be appropriated such sums as may be 
necessary and appropriate for the carrying out of the provisions and purposes of 
this section. 


SEC. 715. SAVING PROVISION 


If any provision of this Act or the application of such provision to any person 
or circumstances shall be held invalid, the remainder of the Act, and the applica- 
tion of such provision to persons or circumstances other than those as to which 
it is held invalid, shall not be affected thereby. 


SEC. 716. STRIKES AGAINST GOVERN MENT 


That no person may be employed under this Act who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Govern- 
ment of the United States, or who advocates, or who is a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided, That for the purposes hereof an affidavit shall be 
considered prima facie evidence that the person making the affidavit has not 
contrary to the provisions of this section engaged in a strike against the Govern- 
ment of the United States, is not a member of an organization of Government 
employees that asserts the right to strike against the Government of the United 
States or that such person does not advocate, and is not a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided further, That any person who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Gov- 
ernment of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for which 
are paid from any appropriation or fund contained in this Act shall be guilty of 
a felony and, upon conviction, shall be fined not more than $1,000 or imprisoned 
for not more than one year, or both: Provided further, That the above penalty 
clause shall be in addition to, and not in substitution for, any other provisions 
of existing law. 

SEC. 717. TERMINATION 


(a) Title I (except section 104), title Il], and title VII (except section 714) 
of this Act, and all authority conferred thereunder, shall terminate at the close 
of June 30,1955. Section 714 of this Act, and all authority conferred thereunder, 
shall terminate at the close of Julg 31, 1953. Section 104, title 1I, and title VI 
of this Act, and all authority conferred thereunder, shall terminate at the close 
of June 80, 1953. Titles IV and V of this Act, and all authority conferred there- 
under, shall terminate at the close of April 80, 1953. 

(b) Notwithstanding the foregoing— 

(1) The Congress by concurrent resolution or the President by proclamation 
may terminate this Act prior to the termination otherwise provided therefor. 

2) The Congress may also provide by concurrent resolution that any section 
of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of the 
provisions authorizing the creation of such agency. 

(c) The termination of any section of this Act, or of any agency or corporation 
utilized under this Act, shall not affect the disbursement of funds under, or the 
carrying out of, any contract, guarantee, commitment or other obligation entered 
into pursuant to this Act prior to the date of such termination, or the taking 
of any action necessary to preserve or protect the interests of the Untied States 
in any amounts advanced or paid out in carrying on operations under this Act 
or the taking of any action (including the making of new guarantees) deemed 
by a guaranteeing agency to be necessary to accomplish the orderly liquidation, 
adjustment or settlement of any loans guaranteed under this Act, including 
actions deemed necessary to avoid undue hardship to borrowers in reconverting 
to normal civilian production; and all of the authority granted to the President, 
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guaranteeing agencies, and fiscal agents, under section 301 of this Act shall be 
applicable to actions taken pursuant to the authority contained in this subsection. 

Notwithstanding any other provision of this Act, the termination of title VI 
or any section thereof shall not be construed as affecting any obligation, condi- 
tion, liability, or restriction arising out of any agreement heretofore entered 
into, pursuant to, or under the authority of, section 602 or section 605 of this 
Act, or any issuance thereunder, by any person or corporation and the Federal 
Government or any agency thereof relating to the provision of housing for 
defense workers or military personnel in an area designated as a critical defense 
housing area pursuant to lav. 

(d) No action for the recovery of any cooperative payment made to a coopera- 
tive association by a Market Administrator under an invalid provision of a milk 
marketing order issued by the Secretary of Agriculture pursuant to the Agri- 
cultural Marketing Agreement Act of 1937 shall be maintained unless such action 
is brought by producers specifically named as party plaintiffs to recover their 
respective share of such payments within ninety days after the date of enact- 
ment of the Defense Production Act Amendments of 1952 with respect to any 
eause of action heretofore accrued and not otherwise barred, or within ninety 
days after accrual with respect to future payments, and unless each claimant 
shall allege and prove (1) that he objected at the hearing to the provisions of 
the order under such payments were made and (2) that he either refused 
to accept payments computed with such deduction or accepted them under 
protest to either the Secretary or the Administrator. The district courts of the 
United States shall have exclusive original jurisdiction of all such actions 
regardless of the amount involved. This subsection shall not apply to funds 
held in escrow pursuant to court order. Notwithstanding any other provision 
of this Act, no termination date shall be applicable to this subsection. 
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